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THE ECONOMIC JOURNAL 


SEPTEMBER, 1947 


CHEAP MONEY AND THE BUDGET? 


Our object this afternoon is discussion; and I want to cover a 
wide ground in a short time. It follows that I cannot attempt to 
argue adequately the various issues on which I shall touch. For 
the most part I must confine myself to asking questions and 
making assertions, some of which may prove provocative. 

There is one central question to which all the particular 
questions I shall ask are related. What are the main causes of 
the fundamentally inflationary condition which prevails in Great 
Britain to-day? In using that expression, I have in mind, of 
course, not merely and not mainly the slow but persistent rise 
in prices and wage-rates; but the fact that aggregate demand 
in the economic system as a whole is strongly in excess of aggregate 
supply. And perhaps I should begin with a prior question: Is 
this a good thing or a bad thing? I answer that it is a very bad 
thing; that the excess of aggregate demand to-day is probably 
responsible for a greater waste of productive power than resulted 
from the deficiency of aggregate demand in the nineteen-thirties ; 
and that it cannot be allowed to persist indefinitely without 
disaster. 

A few months ago there was a disposition among financial 
experts to lay much if not most of the blame for this over-strong 
aggregate demand upon the cheap money policy of the Chancellor 
of the Exchequer. Mr. Dalton was criticised, not for pursuing 
this policy up to a certain point, but for pushing it too fast and 
too far, and chiefly on the ground that this is a major inflationary 
influence. Well, my personal opinion is that the cheap money 
policy has been only a very minor factor in the inflationary 
complex, so unimportant relatively to other factors as to be 
scarcely worth considering; and yet I am convinced that Mr. 
Dalton has carried this policy much too far. I do not believe 
that it will be possible to keep interest rates down over the next 
few years at anywhere near the low level of a few months ago; 
and I fear that it will prove that in trying to establish a long-term 


1 Address delivered at the Annual Meeting of the Royal Economic Society on 
July 4, 1947. 
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rate of 2$%, or even less, Mr. Dalton may have missed the 
opportunity of turning a large part of what is now either floating 
or comparatively short-term debt into really long-dated securities 
on a 3% basis. Certainly he has.no more time to lose if he is to 
achieve that object. It may be, of course, that Mr. Dalton does 
not think it important to reduce the proportions of the short- 
term debt, consoling himself with the reflection that it is cheaper 
to borrow short than to borrow long. If so, the wisdom of his 
policy is dubious on a long view for other reasons. More generally 
I would say that if it proves impossible to avert a heavy fall in 
the prices of fixed interest securities over the next few years, it 
will prove a mistake to have pushed them up to so high a level 
inthe meantime. In security prices, as in other matters, extreme 
instability has more disadvantages than appear at first sight. 

All this, however, is quite apart from the inflationary influence 
of the cheap money policy under existing conditions; and on 
this issue I find the arguments of the critics unconvincing. I 
see no good reason to suppose that the strength of demand in 
the general economic system would be materially reduced by 
somewhat tighter conditions in the money market, or by some- 
what higher interest rates, whether short or long. I do not 
believe that a single industrialist or trader would be deterred 
thereby from a single act of real investment, whether this be 
the purchase of additional stocks of materials or the renewal 
or extension of his plant. Nor can I believe that there would 
be any effect to-day on that part of our capital expenditure, 
which used to be the most sensitive to variations in interest 
rates, namely, private building, and the long-term capital 
expenditure of public utilities and local authorities. 

There is better reason to suppose that the consumption of luxury 
goods and services may have been stimulated by the capital profits 
made during the phase of falling interest rates. Moreover, though 
that phase is now over, the low reward that saving brings to-day 
may do something to check the volume of saving, or to swell the 
volume of dis-saving. In the long run and under less abnormal 
conditions, this consideration might assume great importance. 
But I should not judge it to be an important influence to-day, 
though the rate of net saving is undoubtedly far lower than we need. 

Therefore I should acquit the Chancellor of having contributed 
materially to our inflationary troubles by his cheap money 
policy. To what, then, are these troubles due? We must 
remember that the inflationary trend has been proceeding 
steadily despite the powerful counter-inflationary influence 
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exerted for the time being by our large-scale borrowing from 
abroad, and especially from the North-American continent, to 
finance the deficit in our balance of external payments. This 
external deficit, which is our most serious economic malady, 
serves, none the less, so long as it lasts, and so long as dollar 
credits are available to meet it, to relieve our internal difficulties. 
It supplies us with goods, without generating incomes to corre- 
spond. Yet, despite this relief, the excess of aggregate demand 
has persisted. Does the explanation lie in a budget deficit, in 
excessive capital expenditure, or elsewhere ? 

On the first point, Mr. Dalton tells us that there is no longer 
a budget deficit, but, on the contrary, a surplus of no less than 
£270 millions. Indeed, he claims that in providing for this large 
surplus, he has gone beyond the requirements of traditional 
financial orthodoxy in deference to modernist trade-cycle doc- 
trine; and that this unconventional austerity will justify him 
in unconventional profligacy later in the event of a trade recession. 
He has said all this several times, and to me his persistence in 
this theme is somewhat puzzling and most disquieting. I submit 
that, on the basis of the Chancellor’s estimates, whether you 
appeal to the conventions of our financial tradition, taking them 
as a whole, and not picking and choosing between them, or whether 
you consider the net effect of Government finance on the aggregate 
of money incomes, there is unquestionably a substantial deficit ; 
and the only matter that admits of doubt is as to the number of 
hundreds of millions at which that deficit should be computed. 
Nothing could be more misleading than the peculiar blend of 
old-fashioned convention and modernist doctrine, which Mr. 
Dalton has chosen to adopt. 

I shall revert to the budget later. I turn for the moment to 
the closely associated question of the volume of our capital 
expenditure. Is this excessive relatively to the volume of our 
savings? And is this excess an important inflationary 
factor? To these questions the answer should, I think, be 
“Yes,” even to-day, when the rate of constructional activity is 
kept down, though in an exceedingly wasteful manner, by 
shortages of materials, including imported materials like timber. 
If these physical limitations are gradually overcome and it becomes 
possible to build houses, schools, hospitals, generating stations 
and so forth at the rate contemplated by the programmes 
that have been laid down and the policies that have been adopted, 
this inflationary impulse will, of course, be correspondingly 
strengthened. Therefore, in my view, an indispensable require- 
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ment of wise economic policy during the next few years is to 
restrain within reasonable bounds expenditure on these long- 
term investment projects; and to do this will entail modifications 
of policy not easy for any Government to make. 

But we must keep a sense of proportion here. After a war, 
in which house-building and other constructional work have been 
largely suspended for several years, and in which much destruc- 
tion and damage have been caused by bombing, our capital require- 
ments are and must be abnormally high, and many of them are 
exceptionally urgent. ‘To overtake the accumulated arrears of 
constructional work with reasonable speed is an important 
object, deserving a high priority. Therefore I submit that when 
all relevant considerations are weighed, it is right to undertake 
long-term investment work on a substantially larger scale than 
a purely trade-cycle calculus would indicate as appropriate. 
We cannot allow the acute housing shortage, which causes much 
more human hardship than does the lack of consumer goods 
and which incidentally seriously reduces the industrial mobility 
of the national labour-force, to continue virtually unrelieved, 
until economists signal “‘ Deficiency of aggregate demand. Turn 
on the tap of public works.” Nor can we treat the building of 
schools and hospitals in this spirit, now that we have, under- 
standably, though as I shall always think most unwisely, 
chosen the post-war years as the period in which to raise the 
school-leaving age and introduce a national health service. 

Nothing, I am certain, could be more foolish than to slow down 
the rate at which our industries can obtain machinery for re- 
equipment. Industrial re-equipment is proceeding far too 
slowly; and I suspect that the extent to which the demands of 
British manufacturers for machinery are being subordinated to 
those of foreign manufacturers is one of the most short-sighted 
features of the undiscriminating crudity of our export drive. 
But in this connection I want to emphasise one point. Between 
machinery and, say, buildings there is the important difference 
that most machinery is comparatively short-lived and quickly 
remunerative, in terms not only of profits but of output. It 
would be useful, I suggest parenthetically, if economic analysis 
were to begin to take notice of this fact, and were to treat the 
difference between income goods and capital goods, not as one 
between sharply contrasted categories, but as one of infinite 
gradations, in which the question of degree is of crucial importance. 

In endorsing the proposition that we must strive to keep 
our capital expenditure within bounds during the next few 
years, I added the phrase “on long-term investment projects.” 
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The question of the rate at which we should renew and improve 
our industrial plant should be treated, in my view, as a separate 
issue. But even of long-term constructional work we must 
inevitably and rightly, as it seems to me, undertake much more 
than it would be convenient to undertake if the balance between 
aggregate demand and aggregate supply were the only matter 
that had to be considered. We must recognise that this is bound 
to act as an important influence in the inflationary direction, and 
the rest of our economic policy must be shaped in the light of 
that fact. 

But the tale of these inflationary influences is not yet complete. 
Perhaps the most important of them all at the present time is 
the low level of productivity which prevails in the British economic 
system. When output declines, whether in consequence of shorter 
working hours or of inadequate supplies of coal or materials, 
money incomes in the aggregate may also fall somewhat, but 
they certainly do not fall proportionately. Thus the gap between 
the aggregate demand for goods and services and aggregate 
supply is widened. Our unsatisfactory productivity is, of course, 
in large part at any rate, a consequence as well as a cause of our 
fundamentally inflationary situation. To the more notorious 
vicious circles in the trade-cycle calendar there should indeed 
be added the following, which may be especially important in 
a partially suppressed inflation : 

Excess of aggregate demand; depletion of stocks of 
materials and components; discontinuous production; 
reduced supplies of goods and services; widening of the gap 
between aggregate demand and aggregate supply. 

In Great Britain at present this vicious circle seems to be 
complicated by another: lack of balance between production 
in different industries; increased bargaining strength of the 
workers in the bottle-neck industries, shorter hours of work 
and lowered output there; accentuation of the lack of balance. 
That is a more paradoxical chain of reactions, less in the 
nature of things than} thefother. None the less, the intro- 
duction of the five-day week in the coal-mines as the sequel to 
an industrial hold-up due to an unprecedented shortage of coal, 
and the fatalistic shrug of the shoulders with which that policy has 
been received by the British public, are remarkable phenomena. 

These are the vicious circles in which we are now entangled ; 
it is both difficult and essential to break through them. In 
trying to do so, we might derive some assistance from more 
wisely planned controls; we should certainly be helped by more 
successful measures to stimulate the production of coal. But I 
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maintain that in the situation in which we find ourselves, we need 
above all a policy of real austerity in our public finances ; a budget 
which is overbalanced rather than underbalanced, which takes away 
from the public more current purchasing-power than it puts out. 
That brings me back to Mr. Dalton’s budget of this year. 
Its most striking feature was the raising of the duties on tobacco 
by 55%. That seems to me a good tax in existing circumstances 
on one assumption—namely, that it does not reduce the consump- 
tion of tobacco very much. Mr. Dalton reckoned, as we know, 
that consumption would be reduced by one-quarter, and on this 
basis he estimated an additional revenue from tobacco of £75 
millions in the present year, or £77 millions in a full year. But 
he argues that his main object in this matter is not to raise 
revenue but to save dollars, and this theme, too, he has repeated 
several times, telling us that the more consumption is curtailed 
the better he will be pleased, and urging us to smoke less as a 
matter of patriotic duty. I do not know how far this propaganda 
may be tactical in motive; I am sure it is fantastic economics. 
I do not minimise the importance of saving dollars. Pound for 
pound, this is certainly more important than the raising of revenue. 
But it is not a matter of pound for pound. It is a matter of 
more like £20 to £1. At the increased rates of duty, the revenue 
will lose nearly £20 for every £1 of dollars that is saved by 
smoking less. Indeed, the apparent saving of £1 of dollars will 
almost certainly be illusory; for I make bold to say that of each 
£20 or more—for here the figure should be somewhat higher—that 
is no longer spent upon tobacco, more than £1 on the average 
will be spent in ways that cost dollars, directly or indirectly, 
either through increased imports or through diminished exports. 
The reaction upon imports may perhaps be blocked by import 
control. I do not believe that the reaction upon exports can 
be stopped effectively by export pressure. If these reactions 
are brought into the reckoning, as surely they should be, I say 
that we shall not save any dollars on balance by smoking less. 
Note, on the other hand, the effect upon the revenue. If 
the consumption of tobacco were to be reduced by one-half, 
instead of getting, as he estimates, £77 million more revenue, 
the Chancellor would lose revenue to the tune of £100 millions; 
and I submit that in that event the tax would prove to be in 
our present circumstances an extraordinarily bad one. Con- 
versely, if consumption were to be curtailed by only 10% the 
additional revenue would be about £180 millions: it would not 
be far short of £250 millions if we smoked as much as last year. 
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Then it would be at least arguable that the budget was roughly 
balanced; and the Chancellor might be justified, as I doubt 
if he is justified otherwise, in restoring the earned income 
allowance to. one-sixth and thus reducing a tax which discourages 
effort. That is an important object; but less important at the 
moment, in my judgment, than a reduction of the pressure of 
excessive aggregate demand. And I am someWhat perturbed at 
the widespread, though natural, disposition to argue that the 
Chancellor should, in the name of incentive, remit taxation more 
boldly. It is not in this direction that we should be bold to-day. 
I conclude with two morals. The first is the narrow one 
that tobacco, by virtue of the part it plays in yielding revenue 
and mopping up surplus purchasing-power, deserves to rank 
among our most essential dollar imports, though it would cer- 
tainly help if we could buy it more largely from non-dollar 
sources. Tobacco is the last commodity to which we should 
think of applying the technique of quantitative import restriction. 
My second moral is a very broad one. Up to a point it is 
useful and indeed essential to distinguish between our internal 
and our external economic problems; but the habit of thinking 
of them in separate compartments is being carried much too far. 
Of this, the lack of proportion in Mr. Dalton’s reasoning about 
tobacco is only one illustration. Observe how his personality 
is split on austerity issues. On the dollar problem he is grave 
and minatory, urging us to face harsh facts; keynote “ Export 
or Expire.”” On the budgetary problem he is glib and jaunty, 
almost cock-a-hoop, boastful about a bogus budget surplus, 
pretending that things are much better than they are; keynote 
“One up to the Labour Government, don’t you think?” Our 
budgetary and our dollar problems are not so unrelated as he 
seems to suppose. Among the causes of our adverse balance of 
external payments is the excess of effective demand over supply in 
our internal economic system ; and at the root of that excess lie the 
factors at which I have glanced this afternoon: the balance of 
the budget, our large capital requirements, and the vicious circles 
of deficient supply ; of which the balance of the budget is the most 
readily adjustable. Of the many economic lessons which we need 
to relearn to-day perhaps the most important is that expressed 
in the title of a little book written by Mr. Alston of Cambridge 
about a quarter of a century ago: How it all Fits Together ! 
Hvusert D. HENDERSON 
All Souls College, 
Oxford. 











THE MEASUREMENT OF NATIONAL INCOME AND 
EXPENDITURE: A REVIEW OF THE OFFICIAL 
ESTIMATES OF FIVE COUNTRIES ! 


I. Recent CHANGES IN THE APPROACH TO NATIONAL 
INCOME PROBLEMS 


OFFICIAL estimates of national income and expenditure have 
appeared in the United States since the great depression of the 
1930’s 2 and in the United Kingdom since the Budget of 1941.3 
In the last year three other English-speaking countries, Australia,‘ 
Canada 5 and Eire,® have started to publish similar estimates, in 
each case covering the period since 1938. Despite inevitable 
minor differences of concept and treatment, all the publications 
reviewed here indicate a common approach to the problems of this 
field, and are in part the outcome of conscious and concerted 
efforts to pool ideas and reach agreement on the basis of technical 
discussions.” 


1 This article was written late in 1946 and was originally intended for the 
March 1947 issue of this JourNaL. Owing to pressure of space it has had to be 
held over and the opportunity has been taken to include a discussion of the new 
features in the latest British and Canadian publications which have appeared this 
year. 

2 These estimates are published regularly in the Survey of Current Business 
issued by the U.S Department of Commerce. See, for example, S.C.B., February 
1946, pp. 4-9. Numerous articles have appeared in the Survey in recent years 
explaining the estimates and giving details and revisions. Before the war 
booklets setting out the methods in detail appeared from time to time in the 
series of Senate Documents (e.g., No. 124 of 1934), but so many changes and 
extensions have taken place since the outbreak of war that even the most recent 
of these accounts is now largely out of date. 

3 See National Income and Expenditure of the United Kingdom 1938-1945, 
Cmd. 6784, April 1946. Also the latest issue of this annual statement, Cmd. 7099, 
April 1947, covering the period 1938-1946. 

“ Estimates of National Income and Public Authority Income and Expenditure, 
F. 5234, 1945. This paper was issued on the occasion of the Budget in September 
1945. Also National Income Estimates 1938-39 to 1945-46, F. 6561, 1946, 
issued at the time of the Budget in 1946. 

5 National Accounts, Income and Expenditure 1938-1945, April 1946. Also 
the issue for 1938-1946, April 1947, which carries forward with certain improve- 
ments the figures in Tables I, II and V of the original paper. 

6 National Income and Expenditure 1938-1944. P. No. 7356, March 1946. 

7 An indication of the extent of these efforts so far as Canada, the United 
Kingdom and the United States are concerned can be gained by consulting :— 


“The 1945 White Paper on National Income and Expenditure,” by 
M. Gilbert and G. Jaszi in THe Economic JourNnat, Vol. LV, December 
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Before going into the details of the different estimates and 
comparing the particular excellencies or deficiencies of each, it 
may be well to remark briefly on the special problems which 
commonly face official estimators and the principal ways in which 
their publications exhibit a common trend of development. 

In the first place, the administrator is concerned with the 
interaction of different parts of the national economy, and for his 
purposes, therefore, a more complete picture is needed than is 
furnished by estimates of the national income alone. For 
example, expenditure on different goods and services by different 
sectors of the economy must be related to income; personal or 
public authority income must be related to the national income ; 
different product concepts, to only one of which the national 
income is numerically equivalent, must be developed; a capital 
account showing the relationship of saving, lending, borrowing and 
capital formation must be introduced; transactions with the rest 
of the world must be related to those taking place within the 
economy under investigation; and as far as possible the operating 
activities of private business enterprises must be separated out 
from the total income or product of the whole economy. 

Secondly, for most administrative purposes, as they present 
themselves nowadays, it seems desirable to record transactions 
in such a way that the conventions adopted in general follow the 
conventions underlying ordinary business and accounting pro- 
cedures. This principle cannot be followed to the limit, if only 
for the reason that business conventions are not unique. This 
fact does not upset the individual business accounting system, 
but raises difficulties for a system of recording transactions on the 
national scale, since there one must strive for a consistent treat- 
ment of both ends of each transaction and for individual measures 
which are additive. It is, however, possible to aim at definitions 
and treatiaents that follow generally accepted procedures fairly 
closely, and to avoid unfamiliar concepts which would involve 





1945, pp. 444-54, especially section V. A paper entitled “A Report on 
International Discussions of National Income Measurement,” by E. F. 
Denison, read before the Conference on Research in Income and Wealth held 
at Washington in November 1945 and to appear in a forthcoming volume of 
the series of studies issued by the Conference. The Impact of the War on 
Civilian Consumption in the United Kingdom, the United States and Canada, 
H.M.S.O., 1945. 


At the end of 1945 the League of Nations convened a Sub-Committee on 
national income statistics for which I had the honour to prepare a memorandum 
and act as chairman. A report was circulated to governments in the summer of 
1946 and it is expected that it will shortly be published. 
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radical departures from everyday methods of recording. Thus, 
for example, all investigations under discussion aim at dividing 
the expenditure counterpart of the national income between 
consumers’ expenditure and capital formation, and not between 
consumption and net additions to fixed equipment and stocks of 
all kinds. Again, in general no attempt is made to impute an 
income or gain in respect of durable consumers’ goods. Thus, in 
the case of consumers, we are concerned essentially with purchases, 
and not with the sum of depreciation allowances and net gains in 
respect of each consumers’ commodity. 

It may be noted that this approach, while it usually gives the 
estimates that are most needed in practice and furthermore 
reduces the problems of estimation to a minimum, has certain 
limitations at least from a theoretical point of view. Thus, for 
example, it is hardly possible to use the social accounts as con- 
structed in practice for deciding on the optimum allocation of 
resources in the same way that private accounts are used for 
this purpose. The reason is that the social accounts as at present 
constructed, like the private accounts, reflect principally private 
costs and benefits and do not show the community’s costs and 
benefits involved in different courses of action. It is obvious that 
such a use of the social accounts involves a host of difficult and 
largely unsolved problems and, provided that this possible 
application is not forgotten, it has undoubtedly been a practical 
and technical gain that such problems should have been con- 
sciously set aside until the simpler problems of reliable and detailed 
recording on a more conventional basis have been solved. 

Finally, the administrator needs up-to-date figures and the 
administrative uses of national income and expenditure estimates 
have stimulated speed and regularity of publication while at the 
same time greatly easing the achievement of these ends. 

The effect of these new needs has been to accelerate certain 
developments that were beginning to make their appearance 
before the war ! and to change in some respects the emphasis of 
the approach to the subject. These changes may be summarised 
as follows. 

It seems now to be generally recognised that both in the 
solution of problems of definition and in the presentation of results 
an accounting approach is desirable. Consistency of definition 


1 Colin Clark, for example, in National Income and Outlay (1937) set out to 
measure expenditure as well as income and output. He also developed a quarterly 
measure of the national product employing two methods of approach which 
provided some measure of cross checking. 
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becomes important if an attempt is made to relate aggregates such 
as the national income and expenditure which are made up of 
different elements. It is also necessary to ensure that the aggre- 
gates can be broken down into economically significant categories, 
for example, that current and capital expenditure can be dis- 
tinguished or that saving can be distinguished from depreciation 
allowances. In other words the basic concern is with the classi- 
fication to be followed in the practical work of measurement. 
Experience shows that an adequate classification of transactions 
involves three decisions: first, the different accounting entities, 
such as enterprises, households, etc., to be distinguished, second, 
the form of accounts, such as current, capital, etc., which they are 
required to keep and, finally, the different types of immediate 
economic return or consideration, such as current goods, financial 
claims, etc., which are to be kept distinct. Once such a classi- 
fication is available problems of definition resolve themselves into 
the specification of rules for selecting elements from the whole set 
of distinct transactions which when aggregated or otherwise 
performed on will yield the national income, total saving or 
whatever is required. Problems of definition are thus reduced to 
two parts: the construction of a basic set of transactions which 
preserves the necessary distinctions, and the development of rules 
for selecting subsets which contain all the elements and only the 
elements which enter into any required total, such as the national 
income. 

The same approach ensures consistency in totals which we wish 
to be equivalent. Thus given the fundamental set of transactions 
and the rule for selecting the elements of the national income it is 
easy to derive the subset of elements which make up that national 
expenditure concept which corresponds to the national income. 
This method frequently brings to light defects of treatment in one 
concept, ¢.g., income, which become apparent only when their 
implications with respect to a related concept, e.g., expenditure, 
are made clear. 

Another feature of this method is that it makes explicit the 
essential dependence of the elements of a complete system of 
transactions. This dependence can be used either to obtain 
indirect estimates of elements that cannot be estimated directly 
or to check the accuracy of estimates by observing the discrep- 
ancies that arise in the independent measurement of equivalent 
totals. 

This work of classification provides the statistician with a 
target in the shape of a set of accounting statements for the items 
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for which he must obtain a measure and at the same time makes his 
job easier by leaving him free to concentrate on problems of 
measurement to the exclusion of those of definition. As things 
are organised at present the statistician will base his estimates on 
all the relevant statistical and accounting data that he can 
obtain. Thus figures taken from censuses of all kinds, sample 
surveys, returns of employment, prices, etc., fiscal and accounting 
data and indeed all the material that is available must be pressed 
into service. As a consequence of using such diverse evidence the 
resulting estimates are likely to vary greatly in reliability, some of 
them being no more than reasonable guesses. 

This reliance on a large number of unco-ordinated sources, 
the reliability of which can in most cases be no more than roughly 
assessed, puts difficulties in the way of the statistician. In the 
first place his primary sources of information being designed in 
most cases for a different purpose almost never provide him with 
just what he wants and have to be subjected to various processes 
of adjustment. Second, these sources are usually incomplete, 
especially in the field of capital transactions, so that it is easier to 
fill in some parts of the picture than others. Finally, the basic 
material is usually not only of uncalculable reliability but in many 
cases biased also, with the consequence that it is exceedingly 
difficult to assess the reliability of the resulting estimates. All 
these difficulties conspire to set an upper limit to the accuracy with 
which the accounting statements can be completed and in 
particular to make up to date short-period estimates of sufficient 
accuracy for all policy purposes very difficult to construct. These 
difficulties can be resolved if a sufficient amount of design can be 
introduced into the collection of the primary statistical information 
and more will be said of this in the final section of this note. 


Il. A Review oF THE Estates oF THE Five Counrtriss ! 
(a) Australia 


Official estimates first appeared in the autumn of 1945 in a 
short document of seven pages prepared in the Commonwealth 
Bureau of Census and Statistics. The estimates relate to years 
running from July through June and are all in current money 
values. There are some brief introductory remarks on the 
definitions employed from which it can be seen that the treatment 

1 This section is taken up with a review of the estimates of each country taken 


separately. Suggestions for a common framework of presentation will be made 
in the following section. 
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is broadly on the lines adopted in the estimates for the United 
Kingdom." 

Table 1 shows the national income classified by type of income 
payment. Net rents of dwellings including imputations for 
owner-occupiers are shown separately and all other profit, rent, 
interest and professional earnings arising in the private sector are 
shown together in one item. Table 2 adds in allowances for 
depreciation, etc. and net indirect taxes and thus reaches the 
gross national product. 

Table 3 provides the expenditure breakdown corresponding 
to the gross national product. Consumers’ expenditure on goods 
and services and public authority expenditure on goods and 
services with some detail are shown separately as also are gross 
private capital formation and net exports of goods and services. 
Consumers’ expenditure is obtained by difference and no break- 
down is given of this item. 

Tables 4, 5 and 6 are devoted to a reconciliation of national 
income with private income and to personal and non-personal 
income and outlay. As far as can be seen non-personal income 
comprises the income of companies and institutions including 
non-profit-making bodies while the whole of the income derived 
from unincorporated enterprises is included in personal income. 
Both personal and non-personal saving are obtained by difference 
in these tables. 

Table 7, is a consolidated revenue and expenditure state- 
ment for all public authorities. Public authority income from 
property, as in Table 1, is before deduction of interest payments by 
public authority undertakings. The item interest and exchange 
on the other side of the account comprises all public authority 
interest payments both to the private sector of the economy and 
to the rest of the world. Table 8 analyses the sources and uses 
of private saving and shows the channels through which the 
borrowing of public authorities was effected. 

The last Table, 9, sets out the balance of payments and in it 
net lending abroad (overseas investment) is obtained by difference. 
One item which appears rather strangely in this account is 86, the 
value of Australian gold production. It is to be presumed either 
that the whole of this gold is exported or that it is included here 

1 It is not, however, possible to make a detailed comparison with the earlier 
unofficial estimates of C. Clark and J. G. Crawford. See The National Income 
of Australia (1938). It would appear, however, that the series of net national 
income produced in the present work compare broadly with the series of national 


income produced given by Clark and Crawford, op. cit., p. 60, though the latter 
may require a slight downward revision in the later years. 
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and not in domestic capital formation because of its importance in 
the settlement of international claims. This treatment leads to 
no difficulties so long as one is concerned only with the accounts 
for Australia alone. In so far, however, as some of the gold is 
simply added to internal stocks and not sold abroad, its inclusion 
will result in the figure of ‘“‘ overseas investment ”’ exceeding the 
true figure of net foreign lending and difficulties would become 
apparent if an attempt were made to reconcile this figure with the 
net borrowing from Australia of the rest of the world. 

The second issue which appeared in the autumn of 1946 
contains several additions and improvements. The estimates 
are brought up to 1945-46, the figures have in many cases been 
revised and two new tables have been added. ‘The first of these 
shows the division of personal income by states in each year of the 
period covered while the second shows the size distribution of 
personal income before tax in 1938-39 and 1943-44. In addition 
to these improvements, brief explanatory notes to the tables have 
been added somewhat in the manner of those in the British White 
Papers. Finally, the relationship of the definitions and concepts 
employed to those recommended by the League of Nations 
sub-committee ' are briefly noted. 


(b) Canada 


The estimates are presented in a more lengthy document of 
forty-six pages prepared by the Central Research and Develop- 
ment Staff of the Dominion Bureau of Statistics. They represent 
a new development in this field in Canada and do not link on to 
the cruder estimates which were prepared in the Dominion Bureau 
of Statistics before the war. The booklet under review is a model of 
presentation in that after the five tables in which the estimates are 
set out there are chapters on the concepts of national accounting 
and methods of estimation. An appendix, prepared by L. M. 
Read, is provided giving the size distribution of non-agricultural 
income in 1942 sub-tabulated in a number of ways, but no 
reconciliation is given of these figures with the totals of the earlier 
tables. 

Table I sets out the national income classified broadly by type 
of income payment together with estimates of allowances for 
depreciation, etc., and net indirect taxes which have to be added 
to the national product. Table II contains the components of the 
corresponding expenditure total classified on broad lines. The 
totals reached in this table do not quite agree with those obtained 


1 See the final paragraph of footnote 7 on pages 272-273 above. 
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in Table I and the discrepancy is spread equally between the two 
tables, one half being shown as a residual item in each. In 1944 
when the absolute discrepancy was at its largest the estimate based 
on summing incomes was about 1-6°% below the average while the 
corresponding estimate based on estimates of expenditure was an 
equal percentage above it. These results reflect the general 
experience that estimates of expenditure tend to exceed estimates 
of income. The position is brought out by the following analysis 
of variance. 


Gross National Product and National Expenditure in Canada, 











1938-1945 
(Logarithms) 
Degrees of Sums of : 

freedom. squares. Variance. 
Years ; . : ‘ 7 0-307822 0-043975 
Methods . ‘ ‘ ‘ 1 0-000169 0-000169 
Error ‘ ‘ ‘ . 7 0-000163 0-000023 
Total ‘ ‘ ‘ 15 | 0°308154 0-020544 














The variance ratio for methods over error, 169/23, is 7-3, 
which with one and seven degrees of freedom gives 0-01 < P < 0-05. 
Accordingly, if we may interpret the analysis in the usual way, 
which is perhaps doubtful since we are dealing with time series, 
the variables themselves may not be normally distributed and the 
number of degrees of freedom for error is small; we may say that 
there is a significant amount of systematic error associated with 
the methods in addition to sources of discrepancy not associated 
specifically with either methcd or with any particular year. 

Tables III and IV provide a breakdown by provinces of labour 
income and the net income of individual enterprise. In the latter 
category income accruing to farm operators from current farm 
production is shown separately. 

The last Table, V, gives a reconciliation of national income 
and personal income payments but no breakdown of the latter nor 
any information on personal outlay. 

A few comments may be made on the chapter on concepts 
though there is little here to criticise. The conceptual build-up 
of the broad categories of income in Table I indicates that the 
further breakdown of these categories is thought of in terms of 
what may be called income payments rather than factor shares in 
the strict sense. Thus, to simplify the matter somewhat, property 
income is thought of as composed of interest paid to individuals 
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plus dividends and undistributed profits before tax rather than as 
total interest payments plus the total operating surplus of all 
businesses. Another point worth noting is that an investigation 
has been made to determine the use of public authority debt. 
The interest on that part which has been incurred to finance 
existing real assets, which in wartime includes war plants, is 
included in the national income while the rest is treated as a 
transfer payment. This represents a more thorough treatment 
of an issue which is dealt with rather crudely in the British 
estimates in which it is assumed that no part of the national debt 
is incurred in respect of productive assets while the whole of local 
authority debt is so incurred. If this assumption were in fact 
true the two treatments would give the same results. 

The treatment accorded to financial intermediaries is not 
wholly clear, though it may be inferred that in most cases they are 
treated as aggregates of individuals. This method gives satis- 
factory results provided that all the services which they render at 
less than cost, such as book-keeping services in the case of 
commercial banks, are rendered to final consumers and not to 
producers. In so far as these services are rendered to the latter, 
their value must be charged as an operating expense since other- 
wise the national income will be overstated and this appears to 
have been done in the case of commercial banks. 

It may be noted that, with certain exceptions, it has not yet 
proved possible to adjust profits for inventory revaluations, and 
correspondingly that the inventory item of capital formation 
corresponds to the change in the value of inventories and not to the 
value of the physical change. The same position holds in the case 
of the British estimates. 

In the expenditure statement, Table II, the item which prin- 
cipally calls for comment is government expenditure on goods and 
services. In the first place the estimates include domestic capital 
formation by public authorities except in the case of quasi- 
autonomous entities analogous to private commercial enterprises 
the capital formation of which is included with private capital 
formation. This is a small point and it would doubtless not be 
difficult to show this component separately. Second, in the first 
publication, government expenditure on goods and _ services. 
included “net government investment abroad ”’ which, accord- 
ingly, was not included with “net private investment abroad,” 
so that it was impossible to discover either how much public 
authorities spent on goods and services or what changes took 
place in the Canadian overseas position. This treatment has now 
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been changed and in the 1947 publication the two items relating 
to investment abroad have been grouped together. 

The estimates of private domestic gross capital formation 
distinguish between fixed capital and inventories. Use has been 
made of an earlier publication ' and the differences of treatment 
are explained. 

Although no breakdown is given here of consumers’ expendi- 
ture some detail was supplied in the comparative report already 
mentioned.2, A comparison of the figures shows that considerable 
revisions have taken place, and it is greatly to be hoped that an 
early opportunity will be taken of publishing a revised breakdown. 

It would be of great value if the document under review in 
its future editions could contain an account showing current and 
capital transactions between Canada and the rest of the world, 
drawn up so as to fit into the other estimates presented. In view 
of the excellence of published Canadian statistics on transactions 
with the rest of the world such a statement should not present 
insuperable difficulties. 

(c) Hire 

The estimates are presented in a paper of eighty-one pages 
prepared in the Department of Industry and Commerce. A much 
wider field is covered than in the other papers reviewed so far since 
not only are definitions and methods treated at some length but 
the purely monetary entries in the social accounts are in many 
cases corrected for price changes. In addition to the estimates of 
income, expenditure, etc., information is given on prices, wages 
and earnings, employment and population, thus providing a 
general view of the development of the economy of Eire. 

The basic method adopted is to estimate the components of 
the national income (Tables 1 and 22) in the manner traditional 
in these islands; that is to say, income above the income tax 
exemption limit, except in the case of agriculture, is based on data 
from the Revenue Commissioners, similar incomes below the tax 
exemption limit are based on special sources and enquiries, while 
the contribution of agriculture is based on a special investigation 
into agricultural output. Imputed rentals in respect of owner- 
occupied buildings are included, dead-weight debt interest of 
public authorities is excluded, pensions for services rendered are 
included, while pension fund deductions from wages and salaries 


1 Public Investment and Capital Formation. A Study of Public and Private 
Investment Outlay, Canada 1926-1941 (1945). This report was prepared for the 
Dominion-Provincial Conference on Reconstruction. 

* See the last reference in paragraph 2 of footnote 7 on pages 272-273 above. 
No. 227—vo.. Lvit. U 
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are excluded and emigrants’ remittances home are included, 
Income is taken before direct taxes but in this category there 
appears to be included rates.1_ Farm produce consumed by the 
producing household is valued at the prices which farmers receive 
for similar goods. 

On the expenditure side (Table 2) all the principal items are 
estimated directly with the exception of private domestic capital 
formation. Estimates of consumers’ expenditure are provided in 
considerable detail (Tables 4 and 23) and adjustment is made for 
changes in prices (Table 5). Itis interesting to note that the 
price index constructed for the purpose of deflating consumers’ 
expenditure keeps fairly closely in step with the working class 
cost-of-living index, the latter in fact showing the larger increase 
over the period. The decline in aggregate consumers’ expenditure 
on goods and services at 1938 prices was 14° between 1938 and 
1944 and the level in 1942 and 1943 was not much above that of 
1944. 

Government expenditure on goods and services and indeed the 
whole of the public authority accounts (Table 11) are presented 
as in the United Kingdom except that a miscellaneous item of 
expenditure is included. Reference to the details out of which the 
main table is constructed (Table 27) enables this item to be 
allocated to economic categories. 

Transactions between Eire and the rest of the world on both 
current and capital account are given in some detail (Tables 13 
and 14). The two balances do not precisely agree though their 
movements are in the same direction. In building up the net 
national expenditure the current balance is adopted, thus 
implying that it is infinitely the more reliable of the two. This is 
doubtless justified by known deficiencies in the figures of capital 
transactions. 

Although net capital formation is obtained by difference, 
estimates of gross capital formation are given in a later section 
(Tables 9 and 10) based mainly on production statistics. No 
figures are given for depreciation and obsolescence allowances 
and other minor adjustments such as business insurance claims, 
so that it is not possible to obtain a check on the income calcu- 
lations via the estimates of expenditure. Such an addition which 
should not present insuperable difficulties would be of the greatest 
value. 

On the basis of the foregoing, estimates of private income and 


1 It is not clear that the treatment is consistent. Cf. op. cit., footnote to 
p. 9 with item 3 of Table 2 on p. 11. 
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outlay are presented (Tables 3 and 4) and private saving is 
obtained as a residual. Both these figures and those given for 
capital formation suggest that in all probability income is slightly 
underestimated compared with expenditure. This is the usual 
experience as was noted above in connection with the Canadian 
estimates. 

Figures of changes in certain types of financial claim (‘Tables 
7 and 8) are used to check the general movement of saving. 
These figures are of interest in themselves and as far as they go 
seem to fit into the general picture. Such a check consists 
essentially in showing that income — current outlay = lending — 
borrowing + capital formation for any sector of the economy, 
and since there are gaps in the information on changes in financial 
claims the demonstration is necessarily incomplete. The attempt, 
however, is valuable and the work of the Securities Exchange 
Commission in the United States of America? shows what can 
be achieved with adequate data by this method. 

A further check on the national income estimates is potentially 
available through a calculation of the net national output (Table 
29 and pages 22-23). At present the work is not complete since 
the estimates of “‘ net output ”’ include small items other than 
payments to factors of production and operating surpluses which 
have not yet been accounted for. Enough has been done, 
however, to indicate agreement between the general movement of 
the two sets of figures. 

In the case of a large component of consumers’ expenditure, 
namely, goods bought retail, an independent check on the move- 
ment but not the level is provided by means of a large-scale sample 
enquiry which provides an alternative estimate for each year. 
An analysis of variance applied to the logarithms of the two series 
gives a mean square for error (interaction of years and methods) 
of 0-000090. The antilogarithm of the square root of this number 
provides an estimate of the standard error of the original estimates _ 
expressed as a proportionate multiplier which may be used subject 
to the usual assumptions and the further condition that the mean 
of the original series coincides with the true mean. The estimate, 
2:2% of the total value, can be applied without the further con- 
dition to the year to year changes and indicates a satisfactory 
degree of agreement. 

An important piece of information which one may hope will 
soon become standard practice in this type of work is the assess- 
ment of the degree of reliability of the different components of the 


1 See the reference given in footnote 2 on p. 291 below. 
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totals. Each item included in the national income, the national] 
output and private expenditure is put into one of four classes 
indicating the estimator’s view of its reliability. If these four 
degrees of precision are put on a rough numerical scale these 
estimates will provide the necessary information for adjusting the 
entries in the accounting statements to a consistent basis. This 
will become possible as soon as the entries at present obtained by 
difference are replaced by direct estimates, and should help to 
reduce the margins of error of the totals while at the same time 
ensuring their consistency. 

Brief mention may be made of certain other outstanding 
features of the report. These are: a classification of non- 
agricultural income by size (Table 6); estimates of the value and 
volume of agricultural and industrial output (Table 12); and 
finally very detailed estimates of consumption in terms of quan- 
tities (Tables 24-26). 

It will be seen that the estimates for Eire reach a high level of 
excellence both in concept and in content. In view of the addi- 
tional enquiries foreshadowed in the report and the possibilities of 
elaborate cross-checking that are clearly just around the corner we 
may look forward to further improvements in the next few years. 

An appendix is provided on the new wholesale price index- 
number ? in which each commodity is weighted in accordance with 
its value in exchange in a base year. In addition to the usual 
commodity breakdown there is also provided a classification of 
price movements by use (e.g., materials for agricultural pro- 
duction, etc.) and by stage of production (e.g., crude, simply 
transformed, etc.). Thus the objection to such price index- 
numbers that they are not designed to deflate economically 
significant totals of transactions can be raised less forcibly against 
the last two classifications than against either the commodity 
classification or the total index. In general, however, I think it 
_ would be a useful principle of price index-number construction 
that index-numbers should be designed to deflate economically 
significant totals of transactions. In the case of Eire, this stage 
has nearly been reached so far as the gross national product is 
concerned, since price index-numbers appropriate to consumers’ 
expenditure (p. 16), gross capital formation (‘Table 10) and imports 
and exports of goods and services (Table 15) are given in this 
report. 

1 For a general survey of price index-numbers in Eire see “‘ Some Thoughts 


on the Making of Irish Index Numbers ”’ by R. C. Geary in the Journal of the 
Statistical and Social Inquiry Society of Ireland, Vol. XVIII, 1944-45, pp. 345-70. 











1947] NATIONAL INCOME AND EXPENDITURE 285 


(d) United Kingdom 

The estimates up to 1945 were presented in a paper (Cmd. 6784) 
of fifty pages prepared in the Central Statistical Office with the 
collaboration of the Treasury and other departments. This issue 
was the sixth 1 in the series and is similar in content to its pre- 
decessor. For these reasons it will be treated more briefly than the 
new arrivals just noted. The introductory section of Cmd. 6623 
(1945) on the logical framework of the estimates has not been 
repeated and numerous changes in the order of presentation have 
been made. Apart from a brief introduction setting out estimates 
for different aggregate income and product concepts the text 
contains three sections: changes in the composition of the 
national product; changes in the composition of private outlay ; 
and central government expenditure and its finance. These are 
followed by the five main tables. The four appendices contain 
detailed notes on the tables, a comparison with the previous issue, 
a breakdown of consumers’ expenditure more detailed than that 
given in the text, and a continuation of the series given previously 
on personal net bank deposits. 

Section II shows the relation of war expenditure (on goods and 
services) at market value to the total expenditure of public 
authorities on goods and services (Table 2), derives a series of war 
expenditure at factor cost under the title “ national cost of the 
war” (Table 3) and relates the latter to the other components of 
the net national expenditure at factor cost (Table 4). The 
importance of this is that it provides the best available measure 
of the distribution of economic resources between war and other 
purposes. This end could not be achieved by a comparison of 
estimates at market value because of the very unequal incidence 
of indirect taxation on different types of expenditure and in 
particular the concentration of such taxation in the field of con- 
sumers’ expenditure. The allocation of indirect taxes and 
subsidies can be made in considerable detail because so large a part 


1 For earlier reviews in this JOURNAL see :— 


“The White Paper on National Income and Expenditure ’’ (Cmd. 6261) 
by N. Kaldor, Vol. LI, June-September 1941, pp. 181-91. 

“The 1941 White Paper on National Income and Expenditure ’’ (Cmd. 
6347) by N. Kaldor, Vol. LII, June-September 1942, pp. 206-22. 

“The 1943 White Paper on National Income and Expenditure ’’ (Cmd. 
6438) by N. Kaldor and T. Barna, Vol-LIII, June-September 1943, pp. 
259-74. 

“The 1944 White Paper on National Income and Expenditure ’’ (Cmd. 
6520) by W. Manning Dacey, Vol. LIV, June-September 1944, pp. 177-88. 

“The 1945 White Paper on National Income and Expenditure ’’ (Cmd. 
6623) by M. Gilbert and G. Jaszi, Vol. LV, December 1945, pp. 444-54. 
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of the total falls on final goods and services. A comparatively 
small part is comprised of taxes, such as rates on business 
premises and employers’ contributions to social security funds 
which fall on intermediate goods and services, and these have had 
to be allocated on a proportionate basis. 

Section III (A) provides detailed estimates of consumers’ 
expenditure at current market value (Table 8), at 1938 prices 
(Table 9) and at current factor cost (Table 10). This is the only 
point at which correction for price changes is attempted, but it is 
of great importance since it is possible to derive from the figures 
given the only comprehensive measure of retail price changes 
that is available. Consumers’ expenditure at constant prices 
stood, in 1945, 14% below the level of 1938 and it can be estimated 
that the corresponding price level rose over the same period by 
57% at market value and by 47% at factor cost. It is stated that, 
though every attempt has been made to adjust the figures for 
changes in quality, there may be some bias remaining as between 
peace and war years owing to the impossibility of removing all 
such changes especially in the case of services. The effect of this 
is to make the fall in quantum and the rise in price both somewhat 
less than they would have been had it been possible to work 
throughout with constant quantities. Conversely, as quality 
improves after the war the upward movement in quantum will be 
obscured with the result that any further rise in prices will be 
exaggerated. This point is of some importance in considering the 
probable total product at constant prices in years to come, since 
it means that any calculation of the wartime rise in product based 
on these figures is in some measure too high. The extent is 
probably small but significant in connection with estimates of 
changes in labour productivity. 

Taxation in relation to income is dealt with in Section ITI (B). 
The distribution of private income? before and after direct 
taxation is given for 1938 and 1944 (Table 12), while in Table 14 
direct tax payments are allocated to different types of income and 
property. Asis pointed out, a measure of arbitrariness is involved 
in the allocation of tax on mixed incomes, but the table is of great 
interest especially when taken in relation to the changes in the 
amount of income of different kinds. It would be useful to have a 
similar table for other countries. 


1 Attention may be drawn to the detailed tables showing the classification of 
tax payers according to their total incomes, 1937-38, contained in Highty-Third 
Report of the Commissioners of His Majesty’s Inland Revenue, Cmd. 6769, March 
1946, pp. 28-39. 
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The main tables, Section V, show only minor changes com- 
pared with the preceding issue. A most welcome addition is 
that wages and salaries paid by government non-trading under- 
takings are shown separately. The usual revisions and improve- 
ments have been made. 

Apart from the provision of a breakdown of national income 
showing the branches of activity in which that income is generated, 
which is clearly a large undertaking in view of the sources from 
which the estimates are derived, there are two major omissions 
which it may be hoped will shortly be made good. The first is the 
direct estimation of private domestic capital formation, and the 
second is a statement of the transactions between the United 
Kingdom and the rest of the world. Neither calculation has been 
attempted for a year later than 1938 and both are needed in almost 
any discussion of economic policy at the present time. Each 
would help to improve the accuracy of the estimates by providing 
further cross-checks. 

The latest estimates are presented in a paper of sixty pages 
(Cmd. 7099) which goes some way to repairing the gaps mentioned 
in the preceding section and also provides a social accounting 
presentation for 1938 and 1946, similar to the one suggested in 
section III of this review. The first section dealing with national 
resources and their disposal contains a useful statement of the 
balance of payments setting out the current account for 1938 and 
1946 and the capital items for 1946. The story is continued in 
Appendix IV which gives the capital items for 1945 and additional 
information on gold and dollars reserves and external liabilities. 
The last table in the section sets out for 1946 the gross output of 
the building and civil engineering industries under a number of 
headings. These industries accounted for £500 million out of a 
total for gross domestic capital formation of £1,314 million. 

Section II on the composition of the national product starts 
off with a table showing the composition of the national wage bill 
in 1945 and 1946. Sixteen industry groups are distinguished and 
it is to be hoped that it will be possible to extend this industrial 
analysis to salaries and property income. 

Section III and Appendix IIT contain with more detail than 
before the usual tables relating to consumers’ expenditure at 
current market prices, at 1938 prices and at factor, or as it is here 
termed “ national,’”’ cost. One important change should be noted. 
In previous issues the index-numbers of the prices of consumers’ 
goods and services were “ideal ’’ index-numbers. As a conse- 
quence these index-numbers when multiplied by similarly 
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calculated index-numbers of quantity gave identically the pro- 
portionate change in value but they did not add up; that is to 
say, the value of expenditure on each component in the base year 
multiplied by the index-number for each component did not when 
summed over all components equal the total value of expenditure 
in the base year multiplied by the index-number of total quantity. 
This is a great disadvantage for social accounting purposes since 
it is obviously convenient to have tables which add up in constant 
as well as current prices. The problem has now been resolved by 
combining a current weighted aggregative price index with a 
base weighted aggregative quantity index. Such a combination 
satisfies both requirements since 


LUPon =P - =P191 
ZPoGo =P  UAPodo 





and UPd = VAP 


where Q is the quantity index-number. 

Thus the price index-numbers derived by dividing the value 
of expenditure at current prices by expenditure at constant prices 
are now current weighted aggregatives. This change of formula 
together with revisions in the figures has had a marked effect on 
the measures of the change between 1938 and 1945 in consumers’ 
expenditure, V, the quantum of consumers’ purchases, Q, and the 
price-level of consumers’ purchases, P, as shown in the following 
table : 





| Cmd. 6784 | Cmd. 7099 





= ° , : 136 138 
Q. , ° ; ° 87 93 
. ae ° . . 157 149 








It should be noted that consumers’ total expenditure at 
current market prices and its main components are now available 
on a quarterly basis.1 

Appendix IT contains expanded tables for the public authority 
sector. Extra-budgetary funds other than national insurance 
funds are now combined with the central government whose 
expenditure, at least as far as current goods and services are 
concerned, is presented on a payable rather than a payments basis. 
This is a welcome change which if possible should be applied 
consistently throughout the public authority sector. In particular 
it might be possible to split up tax accruals between arrears of 


1 See Monthly Digest of Statistics, April 1947, Table XIII, p. 121. 
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payment and sums accruing on current income but not actually 
due. At the moment these two components are combined and 
added to reserves whereas it would be an improvement to treat 
only the second component in this way and to treat the first plus 
actual tax payments as a payable to public authorities. 

Appendix V sets out the social accounts for 1938 and 1945 on 
the lines suggested in the next section with one marked improve- 
ment. In the next section there is just a revenue account for 
the private sector as a whole the balance on which is total private 
savings in which personal and business saving are not distinguished. 
The reason for this is the impossibility at the moment of saying 
how far other property income, government interest and property 
income from abroad, accrue respectively to persons and businesses. 
This problem is solved in Cmd. 7099 by setting up an appropriation 
account not for business enterprises but for property income of all 
kinds. This enables the private revenue account to be restricted 
to persons, with a corresponding increase in information. 


(e) United States of America 


The estimates are prepared by the National Income Unit of 
the Department of Commerce and appear from time to time in the 
Survey of Current Business. They are not easy to review at the 
present time, partly because they are not collected together in one 
document, but more especially because they are undergoing a 
major revision, the published results of which have not been fully 
incorporated into the general presentation. This revision has two 
aspects: first, the definitions are being changed so as to bring 
them more into line with those agreed upon in official discussions 
with experts from the United Kingdom and Canada; second, the 
statistical basis of many of the main components is being revised. 
The procedure here will be first to discuss the annual and quarterly 
social accounts and then to describe the more important revisions 
that have recently been published. Certain special studies and 
the monthly series of income payments will be briefly noted. 

The latest detailed quarterly statement, covering the calendar 
years 1941-45, appeared in February 1946.1 It provides an expen- 
diture breakdown of the gross national product, national income 
by distributive shares, disposition of income payments and a 
reconciliation table relating the national income to the gross 


1 See the national income and national product section of “‘ The Economy in 
War and Transition” in Survey of Current Business, February 1946, pp. 4-9. 
See also ibid., February 1947, p. 7, for a statement covering the quarters of 1945 
and 1946 only. 
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national product. Tables showing this amount of detail back to 
1929 have appeared in earlier issues of the Survey of Current 
Business.1 In these tables, in contrast to their counterparts for 
the United Kingdom, employers’ contributions to social security 
funds and federal debt interest are included in the national 
income, while imputed rents and corporation income and excess 
profits taxes are excluded from it. In the current revisions it is 
proposed to alter the treatment of all these items except the first 
so that the basis of estimation for the two countries will be brought 
closer together. An adjustment (shown separately) is made to 
profits in respect of sums used to write up or write down inventories 
and in this respect it is to be hoped that the British investigators 
will come to adopt American practice. It has been the practice 
in the past to obtain consumers’ expenditure on services and non- 
durable goods and also personal saving as residuals. 

In addition to these summary tables, the national income unit 
prepares and from time to time publishes in the Survey detailed 
statements breaking down and revising the main components of 
the national totals. On the income side revised series for wages 
and salaries,? rents * and corporate profits* have appeared 
recently. On the expenditure side, consumers’ expenditures 
have been made the subject of exhaustive enquiry,® while figures 
are presented from time to time on the expenditure and revenue 
of public authorities. Numerous articles have appeared on 
different aspects of domestic capital formation.’ 

Other items appearing in the summary tables have been 
studied in detail in other publications. Thus transactions with 


1 See, for example, the issues of March 1943 and April 1944. For a com- 
pendium of the estimates up to 1941, arranged so as to be broadly comparable with 
similar figures for the United Kingdom, see the present reviewer’s “‘ The National 
Income, Output and Expenditure of U.S.A., 1929-41 ”’ in the Economic JouRNAL, 
Vol. LII, June-September 1942, pp. 154-75, and ‘‘ National Income in the United 
Kingdom and the United States of America,” especially Appendix I, read before 
the Manchester Statistical Society and reprinted in The Review of Economic 
Studies, Vol. X, No. 1, winter, 1942-43, pp. 1-27. For a comment on the first 
of these papers by M. Gilbert, chief of the national income unit, see “ U.S. 
National Income Statistics ’’ in the Economic Journat, Vol. LIII, April 1943, 
pp. 76-83. 

2 Loc. cit., June 1945, by E. ¥. Denison. 

3 Loc. cit., March 1946, by D. B. Yntema. 

4 Loc. cit., April 1946, by G. F. Derrickson. 

5 Loc. cit., June 1944, by W. H. Shaw. 

® Loc. cit. e.g., April 1944, pp. 9-10. 

7 Loc. cit.: in manufacturing, March and December 1941 and April 1942, by 
L. J. Chawner; see also a separate publication, Construction Activity in the United 
States 1915-1937 (1938), by the same writer; fixed capital formation, April 1942, 
by W. H. Shaw; inventories, September 1942, by W. D. Hance; plant and 
equipment, January 1946, by I. Friend and L. Paradiso. 
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the rest of the world are given in a separate annual publication * 
while direct measures of saving, 7.e., measures based on the identity 
saving = lending — borrowing + capital formation, have been 
made for some years by the Securities Exchange Commission.” 

It will be seen from this brief survey that there is now an 
immense amount of detailed official estimation for the United 
States, annually since 1929 and quarterly since 1938. It has not 
yet been possible to incorporate all the new estimates in the 
summary tables but there is every indication that the work is 
going ahead fast. Its completion will be a blessing to all users of 
these figures who must at present work out an elaborate jig-saw 
puzzle if they are to make the fullest use of the whole body of 
estimates. It is understood that the revisions are likely to appear 
shortly after this review* and that they will contain a set of 
primary accounts somewhat similar to those available for the 
United Kingdom in addition to the national summaries. The 
appearance of this work will greatly ease the problems of inter- 
national comparison, at least with similarly situated countries like 
the United Kingdom. 

Two other aspects of this subject which have received detailed 
attention from the national income unit must be mentioned. 
First there have appeared for many years annual estimates of 
income payments by states,‘ information which is clearly of the 
greatest value to businesses in connection with marketing policy 
and which has no counterpart in this country. 

In the second place studies of income distribution have 
appeared in the field of legal and medical services.5 Though 
covering only a tiny proportion of total income these investigations 
are of interest in view of the additional cross tabulations, e.g., by 
age and locality, that are available. 


1 See The Balance of International Payments in the United States prepared by 
the Department of Commerce. Quarterly estimates have started to appear in 
the Survey of Current Business. See the issue for July 1946. 

2 See the regular series of statistical releases entitled Volume and Composition 
of Individuals’ Savings issued by the Commission. A detailed description of the 
Commission’s work on saving, no longer perhaps fully up to date, appeared in an 
article entitled The Volume and Components of Saving in the United States 
1933-1937, by R. W. Goldsmith with the assistance of Walter Salant, in Studies 
in Income and Wealth, Vol. III (1939), pp. 217-293. 

® Probably as a special supplement to S.C.B. for July 1947. 

* Loc. cit., July 1942, June 1943, August 1944, August 1945 and August 1946. 
C. F. Schwartz has been in charge of these studies for some years. 

5 Loc. cit., July, August, September and October 1943, April and May 1944. 
These studies were prepared by E. F. Denison. Attention may be drawn to a 
recent study in this field published by the National Bureau of Economic Research, 
New York. See Income from Independent Professional Practice (1945) by M. 
Friedman and 8. Kuznets. 
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Finally, a monthly series of income payments to individuals 
is given in the Survey. Five types of income payment are 
distinguished and a small measure of industry subdivision is 
available for wages and salaries. Non-agricultural income is 
shown separately. Figures are available three months in arrears, 
e.g., the Survey for October contains estimates for the preceding 
August. 


III. A Socran Accounting FRAMEWORK FOR THE ESTIMATES 
AND NEw POSSIBILITIES IN THE COLLECTION OF DATA 


There is probably general agreement among the experts 
responsible for the estimates reviewed above on the desirability 
of an accounting approach to the problems of national income 
and expenditure.2 A double-entry system forces the difficult 
problems of consistency on the attention of the investigator, and 
the results he obtains, if he is able to fill in the accounting model 
statistically, are particularly convenient for the type of problem 
which usually confronts the civil service or business users of the 
estimates, in addition to being of great value in econometric work. 
From the point of view of exposition also the approach has great 
advantages, since the concepts of the national income and 
expenditure can best be grasped when their relationship to one 
another and to their components is made plain in their 
presentation. 

Moreover, most of the sets of estimates discussed here could, 
with a comparatively minor amount of additional estimation, be 
put into the form of a set of accounts in which each transaction 
listed had a counterpart elsewhere in the system. Australia and 
Canada would present the greatest difficulty, at least on the basis 
of published information; Eire and the United States of America 
would present comparatively little difficulty, while for 1938 the 


1 A booklet describing the method of compilation appeared under the title 
of Monthly Income Payments in the United States 1929-40 (1940) by F. M. Cone. 
A statement back to 1942 of the revised series now in use may be found in 
‘*Income Payments to Individuals, 1942-44; Revised Series’’ in S.C.B., May 
1945, p. 20. 

* This approach has been carried furthest in practice in the Netherlands both 
in the compilation of statistics of transactions and in the work of national planning 
for which such statistics are used. On the former see A System of National 
Book-keeping Illustrated by the Experience of the Netherlands Economy (1946), 
Occasional Paper X issued by the National Institute of Economic and Social 
Research, London, by J. B. D. Derksen, and on the latter First Memorandum on 
the Central Economic Plan 1946 and National Budget 1947 (1946), prepared by the 
staff of the Central Planning Bureau of the Netherlands under the direction of 
J. Tinbergen. 
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United Kingdom presents almost no difficulty, but cannot be so 
arranged for later years owing to the lack of information on 
transactions with the rest of the world.1_ By way of illustration, 
an accounting arrangement of the estimates for the United 
Kingdom in 1938 as shown in Cmd. 6784 is set out in the following 


table : 2 


Simplified Social Accounting System Illustrated by Data Relating 
to the United Kingdom, 1938 























(£ million) 
I. Operating Account of Business Enterprises.* 
1. Sales proceeds from : 4. Payments for work and the 
(a) Private revenue (13b). 4,055 use of property to : 
(b) Public authorities (26b) 350 (a) Private revenue (10b) 3,815 
(c) Capital account (34) 780 (6) Public authorities (22) 54 
(d) Rest of the world — 668 (c) Rest of the world 
2. Subsidies (24) 15 (39a) . 40 
5. Purchases of goods and ser- 
vices from the rest of the 
world (37) = 948 
. 6. Allowances for depreciation, 
etc. (32a) ; ‘ 400 
7. Employers’ national insur- 
ance contributions (20a) . 49 
8. Indirect taxes (21) 562 
3. Total receipts 5,868] 9. Total payments 5,868 
See * p. 294. 
II. Revenue Account of the Private Sector fT 
10. Receipts in respect of work 13. Payments for consumers’ 
and property from : current goods and ser- 
(a) Private revenue (13a) . 118 vices to: : 
(b) Enterprises (4a) . 3,815 (a) Private revenue (10a) 118 
(c) Public authorities (26a) 378 (b) Enterprises (la) 4,055 
(d) Rest of the world (42), 245] 14. Employers’ national insur- 
11. Transfer payments received ance contributions (20b). 2 
from public authorities (25) 475] 15. Remittances abroad _ 
(38) . —15 
16. Direct taxes (19) ° 545 
17. Transfer to capital account 
(saving) (3la) 326 
12. Total receipts 5,031] 18. Total payments ° - 5,031 
See f p. 295. 





1 This is now available for 1946 in Cmd. 7099. 


See pp. 287-289 above. 


* The content of this system of accounts may be followed more readily from 


the footnotes attached to each table. 
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III. Revenue Account of Public Authorities f 



































= Direct taxes (16) re 545] 24. Subsidies (2) . 15 
0. Employers’ national insur- 25. Transfer payments to the 
ance contributions from : private sector (11) 475 
(a) Enterprises (7) . ° 49] 26. Payments for current goods 
(b) Private revenue (14) . 2 and services to : 
(c) Public authorities iad 3 (a) Private revenue (10c) 378 
21. Indirect taxes (8) ‘ 562 (6) Enterprises (1b) ‘ 350 
22. Income from property (4b) ; 54 (c) Rest of the world 
. . ‘ 10 
27. Employers’ national insur- 
ance contributions (20c). 3 
28. Allowance for depreciation, 
etc. (32b) 75 
29. Transfer to capital account 
(saving) (31b) —91 
23. Total receipts 1,215] 30. Total payments 1,215 
See { p. 296. 
IV. Consolidated Capital Account § 
31. Transfers from revenue ac- 34. Purchases of goods and ser- 
counts : vices (gross capital for- 
(a) Private (17) J ‘ 326 mation) (lc) . 780 
(b) Public authority (29). —91] 35. Net lending and repayment 
32. Allowances for depreciation, of principal to the rest of 
etc. made es the world (43) —70 
(a) Enterprises (6) . 400 
(b) Public authorities (28) 75 
33. Total receipts . ‘ - 710] 36. Total payments 710 
See § p. 296. 
V. Consolidated Account of the Rest of the World || 
37. Sales proceeds (5) 948] 41. Payments for goods and 
38. Remittances (net) (15) —15 services (Id) . 668 
39. Debt interest from : 42. Interest, etc. (10d) 245 
(a) Enterprises (4c) 40] 43. Net lending and repayment 
(b) Public authorities (26c) 10 of principal (35) . 70 
40. Total receipts 983] 44. Total payments 983 
See || p. 296. 


* All private enterprises, incorporated and unincorporated, are included in this 
account together with public authority enterprises such as the General Post 


Office and municipally owned public utilities. 


Landlords, including owner- 


occupiers, are also included as are professional persons such as doctors and 
lawyers. Persons such as wage earners, against whose remuneration no business 
expenses are chargeable, are excluded. Payments from one business enterprise 


to another are excluded. 


la. Receipts from consumers’ expenditure on current goods and services. 
The sum (13 + 14 + 15) below is equal to item 7 of Table 20 of Cmd. 
6784. Item 15 is separately estimated in Table 3 of Cmd. 6623 and items 
13a and 14 have been roughly estimated. The present item is obtained as 


a residue. 
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lb. Receipts from expenditure by public authorities on current goods and 
services. The sum (26 + 27 + 28) below is equal to item 77 of Table 22 
of Cmd. 6784. Item 26a is equal to the sum of items 20 and 22 of Table 21 
of Cmd. 6784 plus an estimate of interest payments made in respect of that 
part of public authority borrowing for capital purposes not ‘included in the 
business sector; ¢.g., by local authority rate fund services. Item 26c is the 
same as item 25 of Table 6 of Cmd. 6623 while items 27 and 28 have been 
roughly estimated. Total allowances for depreciation, etc. made by public 
authorities can be seen, from a comparison of item 73 of Table 22 and item 
90 of Table 23 of Cmd. 6784, to amount to £110 million. The amount not 
included in item 28, namely £35 million, is estimated to be in respect of public 
authority business assets and is included in item 6 below. The present item 
is obtained as a residue. 

lc. Gross domestic capital formation : equal to the sum of items 88, 89 
and 90 of Table 23 of Cmd. 6784. 

1d. Receipts from countries abroad for goods and services of all kinds 
including receipts from tourists. This item is the same as item 28 of Table 6 
of Cmd. 6623. 

2. Receipts from public authorities to enable the general public to buy 
goods and services at less than the price which would otherwise have to be 
paid. The same as item 14 of Table 20 of Cmd. 6784. 

4a. Payments for factors of production plus the operating surpluses of 
enterprises after deduction of the relatively small amounts going to public 
authorities and the rest of the world. Obtained as a residual. 

4b. The same as item 56 of Table 22 of Cmd. 6784. 

4c. Roughly estimated. Principally composed of property income derived 
from foreign holdings in the United Kingdom. 

5. Imports of goods and services of all kinds the whole of which are 
assumed to be purchased by enterprises. This item is the same as item 24 
of Table 6 of Cmd. 6623. 

6. Total depreciation, etc. is estimated in item 85 of Table 23 of Cmd. 
6784. This item is, after deduction of the £75 million, set aside by public 
authorities and shown in item 28 below. 

7. Obtained as a residue from item 16 of Table 20 of Cmd. 6784, after items 
14 and 27 have been roughly estimated. 

8. The same as item 15 of Table 20 of Cmd. 6784. 


+ This account is a condensedf orm of Table 21 of Cmd. 6784. 


10a. Receipts in cash and kind for direct labour. This item, which is 
restricted to the remuneration of domestic servants, is roughly estimated. 

10b. Receipts in the form of wages, salaries, profit, interest and rent from 
business enterprises. This item includes undistributed profits (before tax) 
as well as dividends and withdrawals from unincorporated enterprise. 

10c. Wage, salary and interest receipts from public authorities. This 
item excludes national debt interest, which is treated as a transfer payment 
and included in item 11, and also interest payments by public authority 
enterprises which appear in item 10b above. 

10d. Interest and profit on British overseas investments. The net figure 
is estimated in item 29 of Table 6 of Cmd. 6623 and to this has been added the 
£40 million shown in item 4c above. 

11. Current receipts from public authorities not made in respect of any 
contribution to productive activity. This item, which is the same as item 
70 of Table 22 of Cmd. 6784, is mainly composed of health and unemploy- 
ment benefits, old-age pensions and interest on the national debt. 

14, Contributions in respect of the services included in item 13a above. 
This item has been roughly estimated. 

15. Net gifts to the rest of the world. The negative sign shows that on 
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balance the United Kingdom received a net sum in this way. This item is 
the difference between items 30 and 26 of Table 6 of Cmd. 6623. 

16. Payments of direct taxes such as excess profits taxes, income tax, 
sur-tax, death duties and employees’ contributions paid by the private 
sector oftheeconomy. This item is equal to item 49 of Table 22 of Cmd. 6784, 

17. The excess of private income over private current outlay and equal to 
the sum of items 82 and 83 of Table 23 of Cmd. 6784. 


¢ This account, which relates to the central government, extra-budgetary 
funds and local authorities, is a rearrangement of Table 22 of Cmd. 6784. 


26c. Equal to item 25 of Table 6 of Cmd. 6623. 

29. Equal to the difference between item 73 and item 60 of Table 22 of 
Cmd. 6784 and the same as item 84 of Table 23 of Cmd. 6784. Saving = 
lending — borrowing + net capital formation = income — current outlay. 
Reference to Table 22 of Cmd. 6784 shows that this item satisfies both these 
identities. 


§ This account brings together all capital formation and the sources of its 
finance and is similar in arrangement to Table 23 of Cmd. 6784. It is in con- 
solidated form, 7.e., all lending, borrowing and other financial transactions on 
capital account between the different sectors of the economy are cancelled out. 


35. After the process of cancellation financial transactions between the 
United Kingdom and the rest of the world remain. These transactions are 
summarised in one net figure which is equal to item 91 of Table 23 of Cmd. 
6784. 


|| This account is a consolidated account for the rest of the world so that 
British payments for imports appear as a receipt and foreign payments for 
British exports as a payment. Each entry has already appeared in one of the 
preceding four accounts. This account is similar in form to Table 6 of Cmd. 
6623 except that here the debt interest of enterprises is shown on a gross rather 
than a net basis. 


In this arrangement there are five primary accounts. The 
first is the operating account of all business enterprises, private 
and public authority, which is in consolidated form, 7.e., it 
excludes transactions between enterprises. The second and third 
are the income and outlay accounts of the private sector and 
public authorities respectively, the latter in their capacity as the 
organisers of common services being regarded as final consumers 
and not as producers. The fourth is a combined capital account 
for all sectors and shows the sources and uses of sums set aside for 
capital purposes. The fifth account shows the transactions of the 
rest of the world with the United Kingdom. It is in consolidated 
form, 7.e., all transactions within the rest of the world are cancelled 
out. 

This arrangement displays the interrelatedness of different 
parts of the economy and, while not sufficiently detailed for all 
purposes, is at least an attainable short-term objective well 
within the reach of a large number of countries. It is suggested 
that it would be helpful to the many users of national income 
statistics if the different countries in which regular estimates are 
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prepared could present their summary tables in some such form 
as this, adding supporting statements as information permits, 
showing certain entries, such as consumers’ expenditure, in greater 
detail and providing alternative classifications such as income 
generated in different branches of activity or arising in different 
geographical areas. 

The national income, and indeed all the other aggregates of 
transactions in which we are normally interested, can readily be 
derived from the entries in the tables above. Thus the national 
income is simply the sum of the receipts accruing to individuals 
and institutions, private and public authority, normally resident 
in the United Kingdom, which accrue from work or the use of 
property for productive purposes. The entries may be brought 
together as follows :— 


National Income 
United Kingdom, 1938 





(£ million) 
1. Receipts from business enterprises in respect of work and the use 
of property : 

(a) Private revenue (10a = 4a) r ‘ . . ‘ - | 3,815 

(6) Public authorities (22= 4b) _ . 54 
2. Receipts from consumers in respect of the ‘direct services of indi- 

viduals (domestic servants) (10b = 13b) 118 
3. Receipts from public authorities in respect of work and the use of 

property (10c = 26b) . 378 
4. Receipts from the rest of the world in “respect of the use of (British) 

property (10d = 42) , ‘ ° ‘ ° . . 245 
5. Nationalincome . . ° ° ° ° ° . - | 4,610 








I have attempted to compile similar estimates for the other 
four countries in 1938, to reduce these to a common currency, 
the £ sterling, by dividing by the average rates of exchange, 
and to reduce the resulting totals to a per capita basis by dividing 
by the total population in each country. The results, which are 
necessarily rough, are as follows : 


National Income in 1938 














Geusit Total Per capita 
wr (£ million). (£). 
Australia . : ‘ P 636 92 
Canada . ‘ ; ‘ ° 826 74 
Eire é : Z . 162 52 
United Kingdom ‘ ‘ . 4,610 97 
United States A ‘ ‘ 13,418 103 





1 T.e., £A. 1-25, Can. $4-916 and U.S. $4-889 to £1 sterling. 
No. 227—voL. Lvi. x 
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It must be remembered in considering these figures that the 
relative extent to which resources wére under-employed in the 
United States in 1938 was very considerable so that a contemporary 
comparison would show a position much more favourable to that 
country. 

The accounting approach has been used so far mainly as a 
theoretical model which has helped the compiler with problems 
of logical consistency and, as in the preceding paragraphs, as a 
means of presentation and exposition. These developments have 
helped to introduce a larger measure of economic design into the 
measurement of transactions and have transformed the earlier 
study of the national income into a broader field of enquiry. Up 
to now, however, the process has not gone so far as to influence 
radically the mode of collecting the necessary information. 
Existing estimates are arrived at by piecing together statistical 
material collected by many agencies, governmental and private, 
supplementing this body of information where possible by special 
surveys and, for the rest, resorting to guesswork of a more or less 
informed kind. This mass of data was never designed to fit 
together and can be made to do so only by numerous and uncertain 
adjustments. From a statistical point of view such procedures 
have little to recommend them since they contain no statistical 
design and hence lead to estimates the error distributions of which 
cannot be known with much precision. It is probably safe to say 
that in a good many cases a considerable amount of bias is present 
and that systematic errors in the component series are more 
important numerically than are random errors. In the early days 
of the academic development of the subject such imperfections 
could readily be overlooked, but now that economic policy is 
coming to be formed in the light of a close study of variations in 
the social accounts a higher standard of reliability is called for. 
This might be achieved by drawing up an articulated social 
accounting system, in considerably greater detail than the ele- 
mentary example given earlier in this section, and by using modern 
methods of sample design and collection to build up the whole 
picture on a consistent basis. I have already discussed the broad 
problems of such an approach in the memorandum mentioned 
above which was prepared in 1945 for the Sub-Committee of the 
League of Nations, while the more practical problems of accounting 
technique and statistical design are being investigated at the 
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PRICE THEORY AND OLIGOPOLY 


I 


In the theory of a capitalist market economy price has always 
been one of the central problems, if not the problem. And, indeed, 
for a long time it seemed as if this problem at least had found a 
methodological approach and a solution which might require 
refinements, but which by and large could provide the main answers 
for the purposes of interpretation, economic policy and economic 
forecasting. Then, with moure and more refinements and recon- 
siderations taking place in the ’twenties, doubts with regard to the 
general validity of the fundamentals of price theory began to 
grow and spread, until finally the theory of imperfect and mono- 
polistic competition opened new paths for the treatment of the 
price problem. 

These new developments were and are rightly hailed as great 
advances, which have enabled us to get a more realistic view of 
the pricing process and to include in our theoretical scheme a 
number of cases which could only be fitted into the competitive 
theory by making special assumptions, such as “ friction,” 
“irrationality,” ‘‘ non-economic factors,” etc. But, great and 
important as was the advance, it soon turned out that even the 
new theory did not provide the tools that would cover satisfactorily 
all major aspects-of the price-making process. Within a few years 
from the publication of Joan Robinson’s and Edward Chamberlin’s 
standard works, descriptive economists and economic field- 
workers complained that the new theory did not provide a suffi- 
ciently useful frame of reference for the factual material they had 
to investigate and to interpret. The purpose of the present 


1 Thus, for instance, R. L. Hall and C. J. Hitch, after discussing the results of 
an inquiry into the pricing methods of thirty-eight firms, came to the conclusion 
that “‘ these considerations seem to vitiate any attempts to analyse normal entre- 
preneurial behaviour in the short period in terms of marginal curves ”’ (‘‘ Price 
Theory and Business Behaviour,” Oxford Economic Papers, May 1939, p. 32). Or, 
Professor Walton Hamilton, in introducing several industrial case studies carried 
out for the U.S. Cabinet Committee on Price Policy, says: ‘‘ As the world is not 
all black and white, so industry cannot be set down in terms of an antithesis 
between competition and monopoly. . . . To set cases down along a straight line 
that moves from monopoly through duopoly and oligopoly to competition pure 
and undefiled, and to measure competitive forces by the relative number and size 
of sellers and buyers, is to make hypothetical economic phenomena the subject 
of mathematical exercises . . . the result is not a picture of pragmatic reality 
called industry ’’ (Walton Hamilton and others, Price and Price Policies, New 
York, 1938, pp. 22-23). 
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article is to investigate the reasons for these shortcomings and to 
indicate some steps which might help price theory to cover some 
of the “irregular ”’ cases more successfully and more systematically. 


II 


The great power and attraction of the neo-classical competitive 
price theory lay in its simplicity and determinateness. This 
determinateness was due to the fact that in a market of competi- 
tive small-scale enterprise, price is the outcome of impersonal 
forces. Demand and cost conditions could be assumed as given— 
at least for a single industry—and outside the control of any single 
firm. If, in addition, the assumption was made that firms could 
enter and leave the industry freely, and would try to maximise 
profits, then a point of price equilibrium followed with the logical 
necessity of a physical law. And, indeed, it was the natural 
sciences which provided the main signposts for the choice of ter- 
minology (stable and unstable equilibrium, the pull of the market 
forces, elasticity of demand and supply) and of method (mathe- 
matical approach, predominantly mechanistic and static cause— 
effect relationships). Quite rightly, therefore, this theoretical 
approach has been characterised as ‘‘ value mechanics.” 1 

There is no doubt that this theory was a satisfactory approach 
to an explanation of the price problem in the typical mid-nine- 
teenth century market. There is also no doubt that it is still a 
very useful model for some of the present-day markets. But 
at the same time it became increasingly clear that with modern 
trends towards large-scale enterprise, product differentiation, 
advertising and trade agreements, the competitive price analysis 
lost much of its force. Of course, Marshall, Edgeworth and their 
contemporaries were aware of the existence of imperfect competi- 
tion, but they treated such cases largely as exceptions. And the 
one case they really dealt with in detail—the pure monopoly case— 
is to some extent an economic monstrosity, because, strictly 
speaking, a pure monopoly never exists in a world full of sub- 
stitutes. 

Thus it was not until the early thirties that a new theoretical 
framework was created which allowed for the inclusion of the now 
typical non-competitive markets. The main methodological 
change was that price was no longer regarded as the sole outcome 
of impersonal market forces dictating a unique solution to the 
individual firms, but that it was realised that under imperfect 


1 E. G. Nourse, ‘‘The Meaning of ‘ Price Policy,’’’ Quarterly Journal of 
Economics, Feb. 1941, p. 205. 
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competition the firms themselves had a certain amount of freedom 
of action with regard to price, the nature of the product and selling 
expenditure. The consequence was that analysis shifted from 
the industrial supply and demand curves to the cost and demand 
conditions of the individual firms, and that price—or rather a 
price structure—was explained in terms of the adjustment 
of the firms to different and changing market situations. This 
meant that the analogies drawn from the world of mechanics 
became less applicable. Some of the new ideas, such as the 
“organic growth ” of a firm or the survival of the most suitable 
business form, rather pointed to a certain affinity with biological 
thinking, and indeed biological reasoning and biological ter- 
minology (price environment, conditioning, ecology) found their 
way into economic theory. 

This change in price theory meant a great advance, in so far 
as it included a vast number of cases in the main theoretical body, 
which were formerly regarded as “exceptions” and had to be 
explained by additional factors. At the same time, with its 
greater scope, price theory lost some of the simplicity and deter- 
minateness which it possessed under the competitive approach. 
With the consideration of product differentiation, price discrimina- 
tion, and advertising, “ industry,” “commodity,” “cost” and 
“price ’”’ lost their exactly definable meanings, and it seemed as 
if the new theory would no longer be able to offer any exact solu- 
tion of an “ equilibrium price.’’ This in itself need not be very 
tragic if the loss in simple determinateness is compensated by a 
greater relevance of the theory. Nevertheless the strong tradition 
of price theory centring round a definite long-term “ equilibrium 
price ’”” made any idea of indeterminateness so abhorrent to the 
“ father,” and even more to the “‘ mother,” of imperfect competi- 
tion theory * that most of their analysis was centred on those cases 
where determinate solutions in the mechanistic—biological sense 
could be most easily achieved. That is, their typical case deals 
with the market situation characterised by many small producers, 
product differentiation and free entry, which sets very definite 
limits to the freedom of action of the individual firm. A deter- 
minate solution is achieved by making the impersonal market 


1 See E. G. Nourse, op. cit., p. 182. 

2 Not all economists will subscribe to this view. Thus, for instance, J. R. 
Hicks, in his Value and Capital, justifies his unrealistic assumption of perfect 
competition by pointing out that this is the only way of saving something from 
the threatened wreckage of economic theory (p. 84). 

* I hope Professor Chamberlin and Mrs. Robinson will not object to this 
spiritual relationship. 
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forces the very powerful factor, and restricting the independent 
action of the firm to an adjustment to these forces—an adjustment 
which will be unique on the basis of profit maximisation (and 
survival in the case of the marginal firm). 

This is, of course, a very important addition to the perfect 
competition model, and a useful frame of reference when we try to 
explain price in many of the present-day markets, particularly in 
retailing, but also in some small-scale industries. But, again, 
what can be regarded as the established body of “ monopolistic 
competition theory ”’ does not cover the whole field of price forma- 
tion. In particular, it badly neglects the case where a small 
number of powerful firms compete with each other, the action of 
each exerting a marked influence on the position of all the others, 
and each of them not only adjusting itself passively to a ‘‘ given ” 
market situation, but capable of actively changing that market 
situation. This neglect of duopoly and oligopoly problems ! is 
the more regrettable as recent investigations have shown that 
oligopoly is by no means an exception, but that the most typical 
case in industry is probably monopolistic competition, with a 
considerable admixture of oligopoly.2, Indeed, the reader of the 
classics of monopolistic competition must be left with the im- 
pression that the problem of monopoly with which oug society is 
faced is predominantly created by the small grocer down the street 
rather than by the big steel firms. 


III 


To say that duopoly and oligopoly problems have been neg- 
lected does not mean that there have not been frequent attempts 
towards their theoretical solution. But it seems to the writer 
that these attempts—in contrast to much of the descriptive litera- 
ture on this subject—have been hampered by being too much 
influenced by the models of perfect and monopolistic competi- 
tion, and “ pure” monopoly. Yet neither of these theories can 
be expected to form a sound basis for the study of duopoly and 
oligopoly prices. 


1 The neglect is particularly noticeable in Mrs. Robinson’s book. Professor 
Chamberlin devotes some space to these problems, but they are definitely relegated 
to a secondary place, and he tries hard to formulate his additional assumptions for 
the oligopolistic case in such a way as to obtain a determinate equilibrium price 
similar to that of ‘‘ pure ’’ monopolistic competition. A good critical review of 
the unsatisfactory treatment of the oligopoly problem in Robinson’s and Cham- 
berlin’s works can be found in R. Triffin, Monopolistic Competition and General 
Equilibrium Theory, Chs. I and II. 

2 See R. L. Hall and C. J. Hitch, op. cit., p. 29. 
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On the whole, we can divide the theories dealing with duopoly 
and oligopoly into two groups : }’ those presenting a determinate 
solution and those stressing the indeterminateness of the problem. 
The determinate solution, in turn, can be reached in two ways. 
Either it is assumed that the oligopolists do not take into account 
the effects of their action on the policy of their rivals, as in the 
famous Cournot and Bertrand solutions; or these effects are recog- 
nised, but a determinate solution is reached with the help of 
additional assumptions. The first type of approach is absolutely 
valueless, because it only solves the oligopoly problem by remov- 
ing from the analysis its most essential differentiating aspect : the 
oligopolists’ consciousness of their interdependence. 

Those who take into account this interdependence are free 
from this fundamental mistake. But in spite of this, their theories 
do not advance much towards a better explanation of reality, 
because in their desire to reach determinate solutions within the 
traditional framework of price theory they adopt additional 
assumptions which are too articificial.2 In particular, these 
theories are all based on the assumption that the oligopolists— 
while recognising that their price activities will call forth reactions 
from their rivals—acquiesce in the permanent nature of the 
industry’s structure. But since it is doubtless one of the dis- 
tinguishing characteristics of duopoly and oligopoly that the rival 
firms can actively influence and change the market situation, these 
theories, too, fail to provide a theoretical framework for the 
interpretation of reality.® 

In a certain way, therefore, the writers who stressed the in- 
determinateness of the problem made an important step in the 
| right direction. For they recognised that the reduction of pro- 
| ducers to a small number meant that the market situation was no 
longer the “ natural ” price determining force of perfect competi- 


1 A good summary of the more important theories can be found in E. H. 
Chamberlin, The Theory of Monopolistic Competition, Ch. III and Appendix A. 

* “The unreal atmosphere which surrounds our current theories of oligopoly 
may be ascribed to the fact that the assumptions are too often chosen for their 
analytical convenience, rather than for their actual relevance to the real world 
of to-day ’’ (R. Triffin, op. cit., p. 78). 

* Thus R. F. Kahn, who amongst this group of writers makes perhaps the 
most serious attempt to get away from the unrealistic flavour of earlier theories, 
has still to depend for his solution on a qualifying statement of this sort: ‘I 
imagine my firms to be searching, by means of experiment or of trial and error, 
for the most profitable price and output-—but not for more than that, not for the 
most profitable line of reaction to a change in a competitor’s behaviour ”’ (“‘ The 
Problem of Duopoly,”’ Economic Journat, March 1937, p. 14). In this way the 
important problem of major changes in price and output policy directed towards a 
fundamental change in the market situation simply drops out of the picture. 
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tion theory nor the strictly limiting price environment of mono- 
polistic competition. They realised that under such conditions 
the firms become active agents which have the power to change 
those very market factors on which the determinate theories had 
to rely for their solution. 

But while thus the increasing acceptance of the indeterminate- 
ness of the problem was an advance towards a more realistic treat- 
ment of the subject, it was also a retreat from the former belief 
that price theory could be sufficiently developed to deal with all 
possible market phenomena. Indeed, the majority of these 
writers, once they have shown the inadequacy of the determinate 
solutions, take up an almost nihilistic attitude towards the theory 
of duopoly and oligopoly. They may, like Chamberlin, just add a 
short list of “‘ uncertainties ” to an artificial, determinate solution ; ! 
or they may deny the possibility of a general theory covering 
industry under oligopolistic conditions and substitute for it 
voluminous case-studies describing the behaviour pattern of 
particular industries; * or oligopolistic industry is just viewed as 
a chaotic mess where practically anything may happen, and about 
which economic analysis has very little to say.® 

But, surely, the recognition of indeterminateness should have 
been only the first step towards building up a more adequate price 
theory for duopoly and oligopoly conditions. For the statement 
that there is no determinate solution to the problem can only be a 
relative one. It can only mean that the question cannot be 
suitably solved within the framework of existing price theory, just 
as the question of the monopolistic competition price could not 
have been suitably solved with the industrial demand and supply 
curves of perfect competition theory. But there can be no absolute 
and inherent indeterminateness in this problem, any more than in 
any other of the questions facing natural or social science. It has 
been said quite rightly : © 

** No doubt, there is a sense in which the solution is always determinate; 
it all depends on the number of variables that are considered. But it is clear 


that the variables that would have to be added to determine the solution 
might be of a very different type from the ones generally used by pure 





1 The Theory of Monopolistic Competition, 5th Ed., pp. 52-3. 

2 See, for instance, Walton Hamilton, op. cit., p. 22: ‘‘ There exists to-day a 
competition of big business as well as a competition of petty trade; but the ways 
by which the battles for custom go on are quite different. . . . As industry 
becomes the concern of human beings and of public policy, the way of its control 
descends from the absolute and the imponderable to the concrete and specific.” 
(Italics mine.) 

* This view is most forcefully represented by H. von Stackelberg’s Marktform 
und Gleichgewicht. 
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economics of the equilibrium brand. Such considerations as financial back- 
ing, political influence, prestige psychology, optimistic or pessimistic slant, 
enterprise or routine-like attitude in business, etc. may well play an over- 
whelming role in determining the solution.” + 


Economists have on:the whole shied away from this problem 
of drawing up a wider and different framework which could deal 
with the oligopolistic cases, because the concepts and methods 
used for the other market situations would be of little use. In 
particular, the influence of analogies drawn from mechanics and 
biology—so fruitful in the fields of perfect and monopolistic 
competition respectively—must be discarded when we deal with 
powerful active agents like duopolists and oligopolists. If 
analogies have to be used (and they may be of considerable 
heuristic value), then they will have to be drawn from those 
spheres where writers deal with moves and counter-moves, with 
struggles for power and position—in short, from books dealing 
with the general aspects of politics, and military strategy and 
tactics. 

This is by no means a new discovery. Not only has a military 
terminology found increasing acceptance in price theory (e.g., 
economic warfare, price strategy, aggressive and non-aggressive 
price policies), but both theoretical and descriptive economists 
have pointed out the appropriateness of comparing oligopolistic 
price behaviour with this field of human activity. Thus, Pro- 
fessor Pigou, in his Hconomics of Welfare, refers to the resemblance 
between the mutual bluff under oligopolistic conditions and a 
game of chess.2, Speaking of the motives influencing the actions 
of big corporations, Berle and Means come to the conclusion that 
“it is probable that more could be learned regarding them by 
studying the motives of an Alexander the Great, seeking new 


1 R. Triffin, op. cit.,p. 71. It is a pity that Mr. Triffin, after thus recognising 
the necessity for a different approach to the oligopoly problem, and after a very 
able criticism of the shortcomings of the leading oligopoly theories, does nothing 
to advance towards the formulation of a theory of price under such conditions. 
He restricts himself to a refined re-classification of market situations, making 
extensive use of cross-elasticities of demand which completely neglect those factors 
which are mentioned in the above quotation. The consequence is that in the 
Conclusion the reader is left uncertain whether, after all, economic theory, has 
anything to contribute to the problem of oligopoly. (‘‘. . . The way is now open 
for a different type of economics. Instead of drawing its substance from arbitrary 
assumptions, chosen for their simplicity and unduly extended to the whole field of 
economic activity, our theory may turn to more pedestrian, but more fruitful 
methods. It will recognise the richness and variety of all concrete cases, and 
tackle each problem with due respect for its individual aspects. More advantage 
will be taken of all relevant factual information, and less reliance will be placed 
on a mere resort to the pass-key of general theoretical assumptions ’’—p. 189.) 

* Op. cit., Ist ed., p. 283. 
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worlds to conquer, than by considering the motives of a petty 
tradesman of the days of Adam Smith.” 1 The matter is put stil] 
more definitely in a recent article by Nourse : 


‘While, of course, the conditioning environment imposes rigorous 
limitations on the price administrator’s freedom of action in a capitalist 
society dedicated to ‘free enterprise,’ he devises and implements business 
plans in ways broadly similar to those of military command. A general 
must operate within the limitations of the terrain on which he fights and of 
the personnel and material at his disposal—to say nothing of meteorological 
conditions. But at the same time, much depends too on the strategy which 
he and the high command devise and the specific tactics by which he and his 
officers seek to carry it out. It seems appropriate, therefore, to discuss price 
policy in terms of business strategy and tactics.” * 


But while thus the need for a new methodological and con- 
ceptual framework for oligopolistic price theory is clearly recog- 
nised, no attempt is made to lay the foundation for such a theory. 
Nourse, in particular, after stating the necessity of a new approach 
in the clear way illustrated by the above quotation, largely spoils 
his case by urging more research into the thinking, prejudices, etc., 
of the entrepreneur in order to make possible a more proper 
analytical treatment of price policy. But, surely, the peculiari- 
ties of price behaviour under oligopolistic conditions are not due 
to any peculiarities in the psychology of duopolists and oligo- 
polists, but to the different economic environment in which they 
work. By all means let us have more research into the psychology 
of the business-man in all the various market situations, but the 
distinguishing feature of oligopolistic price theory cannot lie in 
additional psychological investigations, but in the provision of a 
framework which will show the actions of a ‘‘ normal ”’ business- 
man under the specific conditions of an oligopolistic environment. 


1 The Modern Corporation and Private Property, p. 350. 

2 Op. cit., pp. 189-90. 3 Op. cit., p. 199. 

* A completely novel and highly ingenious general theoretical apparatus for 
such a solution of the oligopoly problem has been recently created by John von 
Neumann and Oskar Morgenstern in their book T'heories of Games and Economic 
Behaviour. Unfortunately, at the time of writing this article I had no opportun- 
ity of obtaining a copy of this important book, and I had to rely on the very 
capable summaries given in the review articles by Leonid Hurwicz and Jacob 
Marschak in the American Economic Review (Vol. 35, 1945) and the Journal of 
Political Economy (Vol. 54, 1946), respectively (republished as No. 13 in the Cowles 
Commission Papers, New Series). Like this article, the book starts from the 
recognition of the inadequacy of the calculus and similar methods when dealing 
with the complex interdependence in oligopolistic situations. A completely new 
mathematical and conceptual apparatus is then constructed, which makes this 
interdependence, the possibility of coalitions and collusion, of bribery, etc., an 
integral part of the generaltheory. As the title indicates, the analogy from which 
inspiration is drawn is that of games. But it is recognised that the techniques 
developed in the book have also a bearing on optimum military and diplomatic 
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The oligopoly-theorist’s classical literature can neither be 
Newton and Darwin, nor can it be Freud; he will have to turn to 
Clausewitz’s Principles of War. There he will not only find 
numerous striking parallels between military and (oligopolistic) 
business strategy, but also a method of a general approach which— 
while far less elegant than traditional price theory—promises a 
more realistic treatment of the oligopoly problem. To write a 
short manual on the Principles of Oligopolistic War would be a very 
important attempt towards a new approach to this aspect of price 
theory; and the large amount of descriptive material that has 
been forthcoming in recent years should provide a sufficient basis 
for a start. 

Any such attempt would, of course, go beyond the limits of a 
single article. All that can be done in this context, therefore, is 
to outline some considerations to which this approach gives rise. 


IV 


The first point that requires reconsideration when dealing with 
duopoly and oligopoly situations is the motive force behind price 
decisions. Profit maximisation has up till now served as the 
wonderful master-key that opened all the doors leading to an 
understanding of the entrepreneur’s behaviour. True, it was 
always realised that family pride, moral and ethical considerations, 
poor intelligence and similar factors may modify the results built 





strategies (which to me seem to have a closer resemblance to oligopolistic situa- 
tions than chess, poker and similar games). 

There is no doubt that Neumann’s and Morgenstern’s approach surpasses in 
generality, rigour and elegance of treatment by far anything that could be 
achieved on the lines suggested in the following section of this article. At the 
same time, this very generality and rigour set, at the present stage of development 
of their theory, very serious limitations to the application of their theory to the 
price problems of the oligopolistic world. Not only are certain assumptions 
introduced for the sake of obtaining a more determinate solution rather than for 
their relevance to the real world (e.g., the introduction of ‘‘ mixed strategies,’’ and 
the neglect of the influence which variations in profits may have on price policy), 
but it also seems that considerable difficulties present themselves when an attempt 
is made to deal with cases that involve more than three persons. And, above all, 
the theory is, at present, exclusively static. But in no market situation is the 
dynamic aspect, the timing of price and output decisions, so important for an 
understanding of ‘‘ what’s going on ’’ as in the case of oligopoly. 

It seems to me, therefore, that while the further development of the ‘‘ pure ”’ 
theory expounded in The Theory of Games and Economic Behaviour may some 
day yield a very powerful tool for treating oligopolistic price problems, its present 
stage justifies the simultaneous exploration of the more modest and pedestrian 
paths indicated in this article. Their greater concreteness and their allowance 
for dynamic factors may give them a greater usefulness than a more general, 
“pure” theory can at present provide. 
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on the maximum profits assumption; but it was rightly assumed 
that these ‘‘ disturbing ’” phenomena are sufficiently exceptional 
to justify their exclusion from the main body of price theory. 

But there is another motive which cannot be so lightly dis- 
missed, and which is probably of a similar order of magnitude as 
the desire for maximum profits: the desire for secure profits. 
This motive has, of course, not completely escaped the attention 
of economists. But they usually thought they could subordinate 
this aspect of entrepreneurial behaviour to that of profit maximisa- 
tion by simply postulating that it is long-term profits he is trying 
to maximise.? Since, however, uncertainty is an essential feature 
in this changing world, it is clear that the vague knowledge a firm 
possesses of its demand and cost schedules cannot extend far into 
the future. Any theory, therefore, which tries to explain price 
behaviour in terms of marginal curves derived from long-term 
demand and cost curves really by-passes the problem of uncer- 
tainty, and thus the very factor which gives rise to that desire for 
security which the theory tries to explain. 

In fact, the reasons for the neglect of the security motive are 
not difficult to find. They are again due to the preoccupation of 
price theory with the cases where numbers are large—be it a 
perfectly or monopolistically competitive market—or where a 
complete monopoly exists; because in these cases the problem of 
security does not arise. For the absolute monopolist security 
against competitors is part of the definition; and for the small 
competitor, for whom the security question is a very urgent one, 
the market conditions are such an overwhelming force that he 
alone cannot do anything to safeguard his position. All he can 
do is to try to make full use of every opportunity as it comes up. 
Maximisation of (short-term) profits is, therefore, a legitimate 
generalisation for an explanation of price behaviour in the large- 
number cases. P 

But once we enter the field of duopoly and oligopoly this 
assumption is no longer sufficient. For here we find neither the 
safety of the single monopolist nor the impotence vis-d-vis his 
environment of the small competitor. Here is both the desire for 
achieving a secure position as well as the power to act on this 
desire. How is it, then, that in spite of the growth of oligopolistic 
elements, economic theory has been able to neglect this additional 


1 See A. G. B. Fisher, The Clash of Progress and Security, p. 159 and passim. 
2 An even more careful formulation of profit maximisation is ‘‘ maximisation 
of the current value of the proprietorship interest in the firm ’’ (Cost Behaviour and 
Price Policy, A Study Prepared by the Committee on Price Determination for the 
Conference on Price Research, National Bureau of Economic Research, 1943, p. 275). 
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motive from its basic assumptions and to rely exclusively on the 
maximisation principle? The reason for this lies in the fact that 
some of the most conspicuous actions motivated by the desire for 
maximum security are identical with actions aiming at maximum 
profits. Thus, above all, the outstanding trend towards mono- 
polistic agreements can and does serve both ends, as has been 
clearly shown in the New Deal.and other Government policies 
which, while aiming at increasing the stability of certain industries, 
soon enabled these industries to increase their monopoly profits. 

There are other examples where the desire for profit maximisa- 
tion and security maximisation converge on one type of action— 
eg., the pressure for tariffs, the desire for direct access to the 
political machine, ete. In all these cases the behaviour of firms 
could be (so it seemed) satisfactorily explained by the ‘‘ monistic ”’ 
profit maximisation approach. But there are other cases where 
the two motives lead to conflicting patterns of behaviour. Where 
profit maximisation demands prices fluctuating with every change 
in revenue and cost conditions, security maximisation may demand 
rigid prices; while profit maximisation should tend to create 
firms of optimum size, security considerations will favour the over- 
sized firm; again, where we should expect reserve funds to be 
invested in response to expected returns, we may find their 
practically unconditional reinvestment in their own firm. 

All these divergences from ‘‘ expected ”’ behaviour have, of 
course, been noticed, not only by descriptive, but also by theo- 
retical economists. But the latter have usually tended to relegate 
such “exceptions” into footnotes with a passing remark on 
security and long-term considerations, or simply to dismiss them 
as irrational behaviour.1 This impasse can only be overcome, 
and oligopolistic price theory can only be developed, if we recog- 
nise that under this market situation the security motive must be 
given the same pride of place as has been occupied by the profit 
maximisation principle for such a long time. 

As soon as we acknowledge that a “ struggle for position ” is 
taking place side by side with the attempt to make the best of 

1 Thus, for instance, R. F. Harrod seems to regard the widespread adoption 
of the full cost principle, as revealed by Hitch’s and Hall’s investigation, as at 
least ‘‘ to some extent irrational’’ (‘‘ Price and Cost in Entrepeneur’s Policy,” 
Oxford Economic Papers, May 1939, p. 3). But, as we shall see below, this prin- 
ciple loses its irrational flavour once we recognise the importance of the security 
motive. Of course, even if business behaviour were really irrational, this would 
not serve as an excuse for the neglect of such behaviour. Irrationality would 
then have to become one of the premises of oligopolistic price theory. But 


the writer believes that the existing evidence does not point towards such a 
necessity. 
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every position that is held at any special moment,! many price 
phenomena which proved awkward in the past will readily fall 
into an appropriate niche. It will also mean that we have to con- 
sider price as a dynamic phenomenon. To say this does not, 
of course, mean that we must expect oligopolistic price to fluctuate 
more than the competitive static equilibrium price. On the 
contrary, as we shall see presently, oligopoly more than any 
other market situation makes for rigid prices. But what it does 
mean is that even the most wildly fluctuating competitive price 
reaches at every given moment a static equilibrium, determined 
by the then existing supply and demand conditions; while oligo- 
poly prices have to be interpreted not only in terms of factors that 
are co-existing with them, but also in relation to future changes at 
which the price policy aims. Thus care has to be taken to see such 
price policies in their proper setting, past, present and future each 
given their proper weight.” 

The background to oligopoly, then, is—as we said—a struggle. 
But this is, of course, not a continuous struggle. On the contrary, 
most oligopolists will try to keep such struggles, costly as they 
are,ata minimum. Their normal desire will be to entrench them- 
selves in as secure a position as possible which will enable them 
* to hold what they hold,” and—should an opportunity arise—to 
launch an offensive into rival territory. Price policy will take a 
pivotal place in this entrenchment policy. A price will have to be 
quoted that will allow the oligopolist to hold his own both vis-d-vis 
existing and potential rivals and vis-d-vis the consumers. This 
means that in “normal” periods the price must not be so low 
that it provokes retaliations from the competitors, nor so high 
that it encourages new entrants,’ and it must be within the 
range which will maintain the goodwill of the customers 4—1.e., 


1 That is, within the limits set by the strategic plan, short-term profits will be 
maximised at any given time according to the principles worked out by the 
current theory of value. Atomistic competition (both perfect and monopolistic), 
becomes then a special case of the oligopoly theory—viz. where the individual 
firm has no powers of strategic planning, and where the action of the firm is 
reduced to pure profit maximisation. 

Since the principles of profit maximisation have been fully developed elsewhere, 
and will be known to the reader, this article restricts itself to a discussion of the 
strategic aspects of the oligopolist’s behaviour. 


2 “There is usually some element in the prices ruling at any time which can 
only be explained in the light of the history of the industry’’ (Hall and Hitch, 
op. cit., p. 33). 


3 These are the dominant considerations in the conservative price policies of 
the oligopolists. See Hall and Hitch, op. cit., p. 21. 

4 This will set a definite limit in the case of the so-called ‘‘ conventional ”’ or 
“charm ”’ prices. See C. Clive Saxton, The Economics of Price Determination, 
p. 19. 














ice 
fall 
on- 
ot, 


she 


an 


ch, 


of 


on, 











1947] PRICE THEORY AND OLIGOPOLY 311 


will maintain a protection against aggressive policies of the 
rivals. 

Within these limits, and the minimum which he regards as 
essential for his continued stay in the industry, the oligopolist will 
try to quote that price which will promise him maximum profits. 
The freedom he has in the choice of his base price will depend on 
the relative strength of the factors mentioned above. In order to 
make his continued existence possible and worth-while, he will at 
least aim at a price which will cover his expected costs. Thus 
cost calculations become the basis from which oligopolistic price- 
fixing starts. To these costs will be added a profit which will be 
largely determined by the strength of the oligopolist’s position. 

If this position is weak and the obstacles for newcomers 
fairly small—i.e., if we have monopolistic competition with oligo- 
polistic elements—then the percentage added to costs will be 
determined by “‘ normal ” or “‘ conventional ”’ profits, because the 
fear of encouraging new entry will be predominant. Thus the 
“ full-cost principle’ which so startled Hall and Hitch in their 
inquiry, because it seemed so opposed to the principle of profit 
maximisation,’ is a perfectly logical outcome of the market 
situation with which they were primarily concerned—mono- 
polistic competition with an admixture of oligopoly—once we give 
due weight to the security considerations. When, however, the 
position of the oligopolists or duopolists is more powerful and not 
easily invaded they will not keep to the full-cost principle, but 
will add varying and ‘“‘ abnormal”’ profit percentages to their 
costs 2 in proportion to their assumed strength, or they will fix 
prices without reference to costs altogether.® 

Since, therefore, the quoted price is not the mechanic result of 
impersonal market forces nor the essential adjustment to a con- 
stantly changing environment, but the expression of a strategic 
policy, it is clear that there will be a tendency for its rigid main- 
tenance. The propagandistic value of declaring a position as a 
stronghold will soon evaporate if this stronghold is constantly 
shifted. The existence of a stable price instead of a fluctuating 
one will deter rivals from starting panicky price-reduction cam- 
paigns, and it will not induce newcomers to enter a booming 
market; consumers, too, are often supposed to prefer fixed 
prices. Thus, the desire for building up a strategic stronghold 

1 Op. cit., pp. 18-19. 

® Saxton, op. cit., p. 125. 

% See, for instance, the price strategy of the American tobacco industry’s 


giants in A. R. Burns, The Decline of Competition, pp. 225-9. 
* Saxton, op. cit., p. 139. 
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will—within certain limits—neutralise the profit maximising 
principle of changing price with every change in demand or costs,! 
Even a price change of one’s rivals may be ignored as long as one’s 
relative position in the industry is not affected.* 


It follows : Price rigidity is an essential aspect of “ nor- 
mal ”’ oligopolistic price strategy. 

Since, however, this attempt towards a price rigidly fixed for 

a longish period takes place in a world where changes are con- 
stantly taking place, there is a danger that inflexibility may ulti- 
mately lead to the disaster which the price maintenance policy 
tried to avoid. If one holds too uncompromisingly to a fortifica- 
tion, however important it may seem, while circumstances change, 
not only that fortification, but many more strategic advantages 
may come down. In order, therefore, to reduce the rigidity, which 
the decision to stick to the fortress of the quoted price introduces, 
this price is surrounded by a variety of minor weapons which 
permit a more elastic policy without giving up the basic position. 
These additional weapons, such as changes in quality, credit and 
discount arrangements, salesmanship, etc.,? can be used to adjust 
the firm to some extent to changes in the “ external circumstances ” 
particularly in demand and costs. They also serve as tools for 


tactical manoeuvres in the enemy’s territory, testing his strength 
without provoking a major conflict; or to provide a “ defence in 
depth ” against inroads from the rivals, if it is deemed possible to 
hold the basic position. 


It follows : Oligopolistic circumstances lead to a multitude 
of conditions surrounding the quoted price. 


As long as profit maximisation is regarded as the sole motive 
force, price can indeed be regarded as a unique expression of this 
desire. But the struggle for a safe position has many different 
aspects, which often conflict with each other, and the oligopolistic 
price can therefore often only be understood as a compromise 
between conflicting tendencies. 

The struggle for position involves not only the sales and costing 
departments—which alone are considered in traditional price 
theory—but also the legal, technical (patent rights), advertising, 
labour (very often the oligopolist will also be an oligopsonist), and 
other departments. They all will desire certain price—output 

1 See Hall and Hitch, p. 33; Burns, op. cit.,Ch.V; and the growing literature 
on price rigidity. 

2 Cost Behaviour and Price Policy, p. 278. 


3 See Nourse, op. cit., pp. 193-4; and the chapter on “ Non-price Competi- 
tion ’’ in Burns, op. cit. 
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decisions which would help them to establish a situation which 
from their different points of view seems to promise greater 
security. Prices are therefore increasingly the outcome of the 
different pulls of the conflicting interests of various departments. 
And just as in the age of “ combined operations ”’ the actions of the 
infantry cannot be properly understood if one does not take into 
account the complementary actions of naval and air forces, so in 
oligopolistic circumstances the picture of the “ price-fixing entre- 
preneur ”’ has to give place to that of the price-fixing board of the 
heads of several departments. 

It follows: Under oligopoly the price tends to be the out- 
come of a variety of conflicting tendencies within the firm, which 
have all to be taken into account if a full explanation 1s aimed at. 

It will have become apparent from the discussion up to this 
point that the idea of a struggle is a vital aspect of the oligopoly 
problem. Yet all the time we have talked of a tendency towards 
rigid prices and rigid relative positions as the characteristics of the 
“normal” oligopoly situation. But there is no contradiction 
between these two aspects. It is the continuous existence of a 
potential struggle for a ‘“‘ new order” which induces the oligo- 
polistic firm to follow the peculiar “ normal” price policy which 
we have outlined in previous paragraphs.2, The “normal” 
periods may then extend for very long stretches of time, and 
actual price wars—violent changes in price policy—may occur 
only at rare intervals. But because their possibility really 
dominates the situation, they must take an important place in the 
study of oligopoly price. 

A “quiescent” price policy? may come to an end either 
through external circumstances—what we might call “ changes 
in terrain ’’—or through internal stresses, i.e., attempts towards a 
redistribution of relative shares among the rival firms. “‘ Changes 
in terrain” refers to alterations in costs, demand or other con- 
ditions (affecting all the oligopolistic firms) of such decisive 
importance that even after full use has been made of the price- 
surrounding weapons (discounts, retarded delivery, etc.) the habitual 
price policy becomes obviously untenable. Two cases become at 
once apparent: one, where the terrain becomes less favourable 
and “‘ closes in’? on the quoted price, and the other, where new 


1 See Cost Behaviour and Price Policy, p. 43. 

* As an American oil producer put it: ‘“‘ If you start real competition . . . 
you are up against a system of reprisals that rather deprive you of a desire to try 
the experiment more than once.’’ (Quoted in F. A. Fetter, The Masquerade of 
Monopoly, p. 52). 

’ This term is taken from Saxton, op. cit. See pp. 129 and 133. 
No, 227—voL, LVI. Y 
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territory opens up offering room for expansion. Each of these 
cases will lead to a different pattern of price policy. 

Take first the case of a deterioration in circumstances, such 
as a considerable rise in cost or a sharp fall in demand. Soon it 
would become obvious for several firms that a significant upward 
or downward revision in the base price would be in the best 
interests of profit maximisation. At the same time, the fear that 
rivals will not follow suit (in case of an upward change), or will 
more than follow suit (in case of a downward change),! and that 
thus the readjustment may deteriorate into a price-war for changed 
relative positions, will tend to prevent the revision from taking 
place. Ultimately, however, the external stresses may prove too 
strong for such a stubborn hold-on policy. The outcome may 
then be an inter-rival price war, if some of them feel prepared for 
such a trial of strength. With this case we shall deal below. 
More frequently, however, the desire for a show-down is not very 
strong in hard times, and the withdrawal to new, more appropriate 
price positions is likely to take place concurrently, co-ordinated 
by tacit or open agreement. Therefore the well-known growth of 
price-fixing agreements in depressions. 

A widening of the terrain for all the oligopolists within an 
industry will occur when technical progress opens up revolutionary 
changes in cost through large-scale production methods and/or 
when by a significant change in price sales can be pushed forward 
to large numbers of previously untouched customers. This is a 
situation which is typical for new and expanding industries, pro- 
ducing semi-luxuries (e.g., motor-cars), after the first stage of 
technical and sales pioneering has been passed. Here the desire 
to proceed to new, lower price positions—induced by the profit 
maximisation principle—will not be held back by the fear of an 
internal war. For here it is not a question of invading the rival’s 
territory, but of rushing into new, unoccupied territory before 
the others have taken possession of it. Thus the action demanded 
by the maxim of maximum profits is in this case reinforced by 
strategic considerations, and the price pattern for such new, ex- 
panding industries is in fact one of strong price competition, fol- 
lowed by a rigid price policy after the new territory has been 
divided up and further expansion would involve an attack on rival 
strongholds.” 

Finally, a quiescent price policy may come to an end, and an 
aggressive policy take its place, because some of the oligopolists 


1 See Hall and Hitch, p. 22. 
2 See Cost Behaviour and Price Policy, p. 281, 
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may attempt to improve their position at the expense of their 
rivals. The desire for this will always be present. For such a 
move would not only reduce insecurity—the danger of an attack 
from the others—but it would also increase future profit oppor- 
tunities, even though immediate profits would be reduced. But 
the cost of such a struggle, the uncertainty of its outcome, and the 
harmful effects it may have on other aspects of the security drive 
(e.g., public opinion), will make the actual outbreak of hostilities 
the exception rather than the rule. Nevertheless, such struggles 
are bound to occur from time to time. They may develop auto- 
matically, wanted by nobody in particular, out of the unsettling 
influences of the external factors mentioned before; or they may 
be the outcome of a well-prepared strategic plan of an “‘aggressive”’ 
firm. 

In any case, whether a firm has aggressive designs or just 
wants to be prepared against an attack, the oligopolistic situation 
will force considerations on the firms which do not arise under either 
atomistic competition or pure monopoly. These considerations 
will not be predominantly concerned with price policy, but since 
they have an influence on the structure and costs of the firm, 
they, too, have to be brought in when oligopolistic price is 
examined. ‘ 

Preparedness for a price war means above all to be able to 
continue in existence as long as possible in circumstances where 
price has no relation whatsoever to the realities of a situation, but 
is exclusively used as a weapon. To survive such a period demands 
a powerful position with plentiful resources. The actions taken 
to obtain such a position will again often conflict with those which 
we would expect if profit maximisation alone were taken into 
account. The first and foremost aim will be financial strength. 
Thus size will be desired for its own sake, independent of technical 
considerations. The indications in American studies that mergers 
have sometimes led to over-sized firms would be quite intelligible 
on these grounds. Indeed, once we add the security motive to the 
profit maximum motive, the “optimum size” of the firm—as 
seen from the entrepreneur—will usually be larger than that 
indicated by current-value theory. Again, the reinvestment of 
profits in the concern irrespective of the yields obtainable else- 
where, while being “ irrational ” from the maximum point of view, 
are easily explained as a security measure. 

But size and reserves are not enough. Security must be 
carried forward and backward. Forward, by “ immunising ” 
consumers more and more against rival invasion through massive 
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advertising. Oligopolists fail to adjust their advertising expendi- 
ture nicely to the marginal equilibria expected by the text-books, 
not because they lack the necessary information (this is, of course, 
also important), but because their advertisement is just as mucha 
preparation for the great battle as it is an attempt at higher 
immediate profits. 

Security is carried backward by the attempt to reduce the 
pressure which may threaten one’s position in dangerous times 
from raw material and finance supply sources. ‘The bigger oligo- 
polists will guard against this danger either by vertical integra- 
tion or at least by interlocking directorates and shareholdings. 
The enormous growth of interlocking directorates in recent de- 
cades—so conveniently overlooked by current theory—is indeed 
an essential outcome of the spreading of oligopolistic market 
situations. Here, again, it should be noted that our framework 
gives a logical explanation for developments which run counter 
to the principles of current theory, in this case the principle of 
growing specialisation. 

In these and other ways 1 the fear of the coming price war or 
the wish to provoke one will all the time impress a behaviour 
pattern on oligopolistic firms which cannot be understood by 
interpreting it in terms of profit maximisation only. The actual 
price wars, as has been mentioned before, are not likely to occur 
very frequently. But when they occur, they can take on very 
violent forms, and price-cutting may be carried to extremes. The 
lower limit of short-term marginal prime costs of perfect competi- 
tion fame will not be active, because here again we do noi witness 
&@ maximisation of short-term profits, but a struggle for position— 
a fundamentally altered position in this case. The tactics and the 
duration of such a war will be decided predominantly by objective 
circumstances—i.e., the strength and position of the rivals—but 
also to a minor extent by subjective considerations, such as their 
expectations with regard to each other’s actions and their resistance 
to wars of nerves. 

The “‘ ideal ’’ aim of a price war is, of course, complete victory 
—the annihilation of the adversaries. Very often, however, this 
may prove impossible or too costly. In such cases the superior 
power may be satisfied with a position which wili allow him in the 
future to decide his strategic policy without having to pay too 

1 As one should expect in a warlike atmosphere, the desire to know what is 
happening in the hostile camp is often very strong. As one business-man put it 
in an answer to a questionnaire: ‘‘ No agreement in this trade, but firms were all 


anxious to know what their rivals were doing ’’ (Hal! and Hitch, p. 43). This, too, 
may sometimes lead to interlocking directorates. 
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much attention to the reactions amongst his rivals.1_ Needless to 
say that this pattern of price leadership will not only occur after 
a price war. The mere fear of such hostilities may bring about 
the same result.* 


It follows : Price wars, while tending to occur infrequently, 
are a dominant feature of the oligopolistic situation. They 
may be caused by external or internal factors. ‘ The preparation 
for them, aggressive or defensive, leads to the adoption of 
measures which are peculiar to oligopoly. The outcome of a 
successful price war or the mere threat of one may be the complete 
annihilation of a rival’s independence or the reduction of his 
status to that of a price follower. 


But the quest for more secure and more advantageous positions 
does not confine itself to the traditional field of economic theory. 
The water-tight separation of the business-man’s personality into 
that of an “economic man,” a “ political man” and probably 
several other men, is a legitimate simplification under atomistic 
competition and even for small oligopolists, where any isolated 
political action they may take cannot possibly have any appreci- 
able effect on their market position. The market situation and 
the price of the commodity can, therefore, be quite well explained 
by concentrating attention on the purely economic activities of 
the firm. 

But when we come to the big oligopolists, who do have the 
power to change the market situation by their own political action, 
then the separation of the economic from the political must 
necessarily result in a very incomplete picture, which will not 
suffice for giving us a reasonable explanation of oligopoly price. 
Indeed, what is, for instance, the logic of some of the recent 
American economic literature which tries to evaluate in great 
detail the effects on price and output of the huge selling expendi- 
ture of big corporations, and yet never even mentions the sums 
spent for exactly the same aims in the lobbies?* For the gap 

1 “The typical situation in British industry seems to be one where oligo- 
polistic elements are of most importance, although there may be a large number 
of smaller firms engaged within or upon the fringes of the industry, whose price- 
policy is entirely dependent upon that of the price-leader”’ (Saxton, op. cit., 
p. 168). For American conditions, see Burns, op. cit., Ch. III. 

2 “* A ‘ follow-the-leader policy’ takes the place of the older, cruder, cut- 
throat competition and works just as effectively. . . . This docility of all the so- 
called independents in following the leader may be seen, on more careful scrutiny, 


to be the result of competitors’ fear of cut-throat competition, more artfully and 
sparingly exercised than in the old days. . . .’’ (Frank A. Fetter, The Masquerade 
of Monopoly, p. 51). 

* See Anna Rochester, Rulers of America, Ch. VIII, and the literature quoted 
there. 
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that divides selling expenditure from political activities is methodo- 
logically much smaller than the one that divides the former from 
production costs proper. 

The fact is that when we enter the field of rivalry between 
oligopolistic giants, the traditional separation of the political from 
the economic can no longer be maintained. Once we have 
recognised that the desire for a strong position ranks equally with 
the desire for immediate maximum profits we must follow this 
new dual approach to its logical end, if we want to construct a 
relevant theory. Only by acknowledging the importance of the 
political factor can we account for such trends as the increasing 
appointments of people who have ‘“ good connections with the 
government,” of first-rate experts as political advisers to great 
concerns, etc., trends, which on a purely economic interpretation 
can only be regarded as “irrational” and inexcusable waste. 
Explicit recognition of the political aspects of the oligopolistic 
struggle will also help applied economists to make their advice more 
significant and more immediately useful. It will help them to 
recognise the absurdity of the conclusions of a theorist like 
Stackelberg, who, as an apologist of the Fascist corporate State, 
regards this political form as the only means of bringing order into 
the chaos of oligopolistic indeterminateness.2 For they would 
realise at once that Fascism, far from being an independent 
arbiter in the oligopolistic struggle, has been largely brought into 
power by this very struggle in an attempt of the most powerful 
oligopolists to strengthen, through political action, their position 
in the labour market and vis-d-vis their smaller competitors, and 
finally to strike out in order to change the world market situation 
in their favour.® 

And this brings us, finally, to the most violent aspect of the 
oligopolistic struggle: the attempts of the biggest oligopolistic 
groupings to regroup their forces on a world scale. It is now more 
than thirty years since Hobson and Lenin drew attention to the 
necessary growth of imperialism with the increase in the friction 
between huge oligopolies (or “‘ rival monopolies ” as they called 
it). Yet in spite of the large amount of factual material that has 


1 I wonder how some of the “‘ pure ’’ economic theorists would deal with the 
advertisements now appearing in the press against the nationalisation of certain 
industries. Are they to be included in selling costs—for advertisements they 
obviously are—or are they to be neglected because they represent political 
action ? 

2 See his Marktform und Gleichgewicht. 

3 The autobiography of the big German industrialist Fritz Thyssen will be 
found very revealing on this point. 
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been accumulating giving empirical support to this view,' nine 
out of ten writers on the oligopolistic market situation manage to 
avoid any reference whatsoever to imperialism. The consequence 
is not only that a full explanation of oligopoly prices—generally 
or in particular cases—becomes impossible, but also that students 
of modern monopoly theory tend to become enormously worried 
about the excess capacity of the small oligopolistic shop, while 
they do not even realise the danger of a clash between the big 
world oligopolies. 

We have, therefore, to conclude that a theory of oligopoly can 
be complete and relevant only if its framework includes all the 
main aspects of the struggle for security and position. Like price 
wars, open imperialist conflicts will not be the daily routine of the 
oligopolistic market. But, like price wars, their possibility and 
the preparation for them will be a constantly existing background 
against which current actions have to be understood. And the 
imperialistic aspects of modern wars or armed interventions must 
be seen as part of a dynamic oligopoly theory just as much as the 
more traditional “ economic ”’ activities like cut-throat pricing, 
full-line forcing, boycotting, etc. For there is no fundamental 
difference between the two. 

It follows: The oligopolistic struggle for position and 
security includes political action of all sorts right up to im- 
perialism. The inclusion of these “ non-economic’ elements 
is essential for a full explanation of oligopoly behaviour and 
price. 

V 

In an interesting article, written on the occasion of the cen- 
tenary of Marshall’s birth,2 Mr. Shove pointed out how modern 
conditions have largely destroyed the applicability of Marshall’s 
price analysis to the world of to-day. 

“‘ It is the territory between atomic competition and absolute monopoly 
that the pure theory of the book (the Principles) does not cover at all satis- 


factorily. And it is precisely this territory which has been so greatly enlarged 
by the development of the joint-stock company and the advantages (or 





1 There is a lot of useful information in the reports of United States Senate 
Commissions and of the Temporary National Economic Committee. (See for 
instance, the Report of the Nye Committee on the Munitions Industry, or the 
T.N.E.C. Monograph No. 26 on Economic Power and Political Pressure.) This, 
and a large amount of other relevant material, has been admirably presented by 
Robert A. Brady in his Business as a System of Power (Columbia University Press, 
1943). 

2 “The Place of Marshall’s Principles in the Development of Economic 
Theory,’’ Economic JouRNAL, December 1942. It was that essay which provided 
the first stimulus for the present article, 
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necessity) of large-scale control. The conflicts of interest within the firm; 
the interpenetration of interests between firms through interlocking director. 
ates, shareholdings, subsidiary concerns and the like; the domination of an 
industry by a few large units; the intermixture of public and private contro] 
as seen in the various types of semi-public corporation and of regulating 
boards and devices; these are the features of modern industrial structure 
which find little or no place in the analytical framework of the Principles,” 1 


The newer developments in price theory have on the whole 
kept to this Marshallian tradition. Though they have introduced 
a large number of theoretical refinements it is nevertheless true 
that “‘ the general theory of value and distribution as a whole has 
scarcely advanced at all into that part of the field at which the 
Principles stopped short. It is still concerned almost exclusively 
with the case of pure monopoly on the one side and on the other 
with atomic competition, ‘ perfect ’ or ‘ imperfect.’ ”’ * 

That the gap has not been filled is partly due to the force of 
tradition; partly, as Shove points out, to the increasing separa- 
tion of analytical and descriptive work and the itch for precise 
results. But the undiscovered territory must be entered by 
economic theory if it is not to lose all touch with reality. The 
tentative first step outlined in the previous section certainly looks 
very crude and pedestrian when compared with the polished 
elegance of modern value theory. But it is tentative steps of this 
sort which economic analysis must undertake to-day. For “ it 
is better to be vaguely right than precisely wrong.” * 

K. W. Roruscui.p 
The University, 
Glasgow. 


1 Ibid., p. 320. 
2 Ibid., p. 322. 
® Professor Wildon Carr, quoted by G. F. Shove, op. cit., p. 323. 
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HOME COUNTIES FARMING, 1840-80 


I, 


CATASTROPHIC events are few in farming history, but, so far as 
any year can be, perhaps 1840, when Leibig’s Organic Chemistry 
in its Applications to Agriculture and Physiology was first published, 
was epochal.! Followed as it was by the manufacture of super- 
phosphate of lime by Laws and Gilbert at Barking this work was 
the midwife that brought to birth the modern age of chemical 
fertilisers and imported. feeding stuffs. It inaugurated forty years 
of so-called High Farming in Great Britain, although that High 
Farming was reduced by unfavourable seasons from 1873 to 1880. 

Many things combined to make British farming flourish during 
most years of these four decades. The population was increasing 
with unprecedented rapidity and becoming, in a hop, skip and a 
jump manner, steadily more prosperous and demanding as well as 
more food for more mouths, a more varied diet, more milk and 
meat, more vegetables and fruit, so that ‘‘ Repeal” in 1846 was 
not followed by the economic disasters, so vividly foreseen by the 
farming brotherhood, until after the physical disasters of 1879. 
The Crimean War of 1854 and the Franco-Prussian War of 1870 
added to the prosperity of the British farmer and it was not till 
1873, in spite of the outbreaks of cattle disease before then, that the 
seasons showed themselves for a few years consistently inimical. 

In 1840 there were few railways; by 1880 there were many. 
The new fertilisers, guano and nitrate of soda, which had just begun 
to be imported by 1840 were followed by chemical fertilisers pro- 
duced at home and imported from the Continent, new implements 
and machines came to the fore, often where none had previously 
been known, new feeding stuffs for animals were introduced 
or supplies of previously known concentrates largely extended. 
Much land was drained, not only with the help of the “ Govern- 
ment ”’ money provided by the Act of 1846 and its successors, but 
by private and unsubsidised effort.? 

The story has been told in broad outline several times * and 


1 Sir John Russell. Introduction to Catalogue‘of the Rothamsted Experimental 
Station Library 1925. 

2 Ernle, English Farming Past and Present, Chap. XVII. Cf. J. A. Scott 
Watson, History of the Royal Agricultural Society of England, 1839-1939 (1939). 

3 James Caird, “‘ Fifty Years Progress of British Agriculture,” Jour. R.A.S.E., 
1890; R. E. Prothero, ‘‘ English Agriculture in the Reign of Queen Victoria,” 
ibid., 1901. 
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repeated in the economic histories of the nineteenth century and 
other places.1_ It was somewhat expanded by J. H. Clapham in 
his monumental Economic History of Modern Britain (Vol. II, 
p. 267 ff.) and the personalities involved are extensively discussed 
by Scott Watson and May Elliott Hobbs in Great Farmers, 1937, 
But it has never been told in detail although everyone admits the 
difficulty of measuring the amount of progress made. Prothero in 
1901 ? almost repeats what Caird said in 1878.3 ‘‘ If,” he wrote, 
*“‘ we leave on one side the achievements of chemical science and 
the triumphs of mechanical invention, there are few improvements 
in the methods and practices of agriculture which had not been 
anticipated by individuals a century ago.’”’ Caird believed that 
since 1850-51, when he made his “ tours,’ there had been a 
general levelling upwards of farming skill. In other words, no 
new system had been introduced, but those of the best farmers of 
1850 in their several sorts, had been very generally adopted 
throughout the country by the next generation in 1878. Such 
remarks do not really tell us very much, but a survey of the 
available sources relating to the farming of the Home Counties in 
the period—these are by no means the counties where farming was 
most advanced in the country—may serve to define more closely 
the progress made in that confined district. 





1. (a) Essex 


Essex has always been a home of advanced farmers from at 
least the time when Tusser lived there, but has laboured under the 
disadvantage of being mainly a heavy land county, and while this 
stimulated attention to field drainage it has not made the farmer’s 
job any easier. Here the mole plough was invented and used at 
about the turn of the eighteenth century. 

In 1845 Robert Baker * divided the county into three main 
types of farming. Dunmow was the centre of the first district 
which included all the Roothings and spread nearly to Chelmsford 
and the borders of Cambridgeshire and Hertfordshire, almost one- 
quarter of the county. Here already there had been a general 
improvement upon the system of alternate years of fallow and corn, 
although it was not possible to dispense with fallow altogether, 
but on small areas turnips and cabbages were grown, the rest being 


1 Gilbert Slater, The Making of Modern England, 1921, pp. 191, 199-200; 
L. C. A. Knowles, Industrial and Commercial Revolutions, 1921, p. 369; A. Daniel 
Hall, Reconstruction and the Land, 1941, p. 7. 

2 Op. cit., p. 10. 3 Landed Interest, 1878, p. 28, 

4 Jour. R.A.S.E., 1845. 
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barley, clover or peas, beans and tares, wheat. This was a 
sensible modification of the four-course system. The land was so 
liable to poach that neither cattle nor horses could go on it in 
winter, but the few roots fed the cattle better than in the eighteenth 
century, when their feed and that of horses was barley straw from 
November to April. The sheep were yard-fed in winter and penned 
on the green crops in summer. By this means the land was 
heavily manured and bore excellent malting barley, coarse wheat 
and a mixture of peas and oats, known as bullimong, used to feed 
horses. Not many beans were grown, but tares and vetches “ to 
a considerable extent ’’—a vague, almost official, phrase. Round 
Ongar, Epping and Harlow half the land was under grass but the 
dairy had been given up in favour of sucking calves (for veal) and 
grazing. The old high ridges had been scarified flat so that the 
seed could be drilled. The wheat was sown under furrow and left 
without harrowing, the only winter work being threshing, selling 
and draining, the last either being done with hollow drains, 
common in the county since 1700, or by the mole plough, drawn 
by a windlass or by some twenty horses. Some sainfoin was grown 
on the thin soils. 

“ Windrowing ”’ | was peculiar to Essex. It was digging up and 
collecting the banks of headlands, old borders and everything of 
the kind, putting into large heaps and then burning them for 
manure.” 

The natural corollary of this kind of arable farming was to buy 
in stores and feed them, both for the profit they brought in—if 
they did bring any—and for the manure they made. Welsh 
black cattle and some Scotch were bought, but these were not 
liked so well as the homebred Shorthorns or polled Suffolks. The 
beasts were bought in autumn, kept on cheap grass in summer and 
sold fat in the following autumn. Flying flocks of Hampshire Down 
sheep or Sussex or half-bred Down and Leicesters were also bought 
in autumn and kept in yards or pastures, summer-folded on fallows 
or fattened on clover, and sold the next autumn or winter after 
being finished on turnips, oilcake or beans. Essex pigs were 
kept. 

The implements used were light narrow ploughs, two-horse 
harrows made of wood with iron teeth, and rollers of a size to fit 
the stitches. 

James Caird * found the same system on a 200-acre farm in 

1 See my “‘ Essex Farming 1809-32,” Essex Review, Jan. 1946. 


? W. Burness, “ Task-work in England,” Jour. of Agric., N.S., 1851, p. 146. 
3 English Farming, 1850-51. 
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the Roothings in 1850. He described William Hutley’s farm at 
Witham. Hutley, who farmed some 1500 acres, one third of which 
he owned, wasa High Farmer. He gave evidence before the Select 
Committee on Agricultural Customs in 1848. He kept a large 
number of stock and sowed Italian rye grass, fed oilcake to animals 
grazed upon it for two years and then worked the land up for corn. 
He had some doubts about the economy of his system. He did 
not think the beasts paid for cake-feeding, although the value 
might perhaps be returned to the land in dung. Cake-feeding 
sheep, however, did pay. He had chalked all his land at twenty- 
five tons to the acre and anticipated the benefit would last for 
thirty years. He also bought star-fish from the coast of Kent for 
manure as his father had done. He used rape dust and guano. 
He thought that drainage made heavy tenacious soils fit for 
turnips and green crops and grew tares on heavy land for feeding 
off with cake-fed sheep. 

A few years later John C. Morton was able to write that in 
Essex beans follow wheat in a six-course rotation—fallow, oats, 
clover or rye-grass, wheat, beans, wheat. He mentions “ border- 
burning,” but notices little real change. Much the same methods 
continued right through the period. Mangolds and tares were 
grown on a large part of the fallow by 1878. Harvesting mangold 
was very difficult because of poaching, but deep steam tillage was 
changing the soil texture. 

Steam cultivation cannot have changed the soil texture of a 
very wide area, notwithstanding the efforts of that renowned 
*‘ apron-string ’’ farmer, John Joseph Mechi of Tiptree Hall, to 
popularise it: finally he lost the money he had made out of 
selling his patent razor.* Doubtless there were more sets in the 
county in 1878 than in 1866 when the R.A.S.E. commissioners 
reported on only two. Here the farms were fairly large. 
Lavergne ® remarked on the number of owner-occupiers in 1855 
and these men or their descendants seem still to have been in 
occupation in 1881.6 Druce places the maximum acreage at 
500 acres, Lavergne at 300 acres. There is absolutely no evidence 
to show whether there were any incidental improvements, like 
new and better implements, buildings and so on, but it is clear that 


1 Cyclopedia of Agriculture, 1835. Articles on Beans, Fallows, Paring and 
Burning, Pea, Rotation of Crops. 

2 J. A. Clark, “ Practical Agriculture,” Jour. R.A.S.E., 1878. Cf. Rich- 
mond Commission, 1881. Evidence of James 8S. Gardiner, Borley, Essex. 

3 See Notes and Queries, 18 July, 1925. 4 Jour. R.A.S.E., 1867. 
5 Rural Economy of England, p. 221. 
® Druce, Report to the Richmond Commission, 1881. 
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a good deal of drainage had been done. Drainage had, however, 
been an Essex preoccupation for at least two centuries. 

Baker’s second division was the land for two miles on each bank 
of the River Chelmer. From Colchester to Harwich there was 
fine hardwood timber and small fields which did much damage, 
but rich riparian meadows and fine artificial grass. The arable 
farming was very superior and kept one sheep per acre and five 
to ten cattle per hundred acres in winter. The rotation practised 
was that already described and stall-feeding of cattle was carried 
on with great spirit but little profit. Oileake was fed, drumhead 
cabbage grown for sheep and some carrots cultivated. A good 
deal of chalking was done. The third division, which Baker calls 
Dengey, was farmed in just the same way. Coriander, carraway 
and canary seed were profitable crops here. 

Tile draining was extending in 1850 and the marsh grazing was 
praiseworthy, larger flocks being kept. Large crops of hay and 
turnips were grown near London for the cow-keepers.1. Garden 
peas fetched high prices in the London market ? and by 1871 the 
whole district from Stratford to West Ham, where not built upon, 
West Ham to Barking, Rainham, Dagenham, Hornchurch and 
Romford (and it looked as if Aveley and Purfleet would soon be 
included) took all the manure from East London, and supplied 
most of the vegetables eaten in London between spring and 
autumn. One Barking farmer had 150 acres of very intensively 
cropped land * and William John Gay won the R.A.S.E. first 
prize for 44 acres of market garden there. The crops grown here 
and on the border of Middlesex were potatoes, cabbage, onions, 
early white peas, followed by late turnips or rape, in place of 
swedes and mangolds, and more kohlrabi was grown in 1878.° 

But already by 1875 some heavy land farmers had begun laying 
down land to grass; James Youngman of Woodham Lodge, 
Chelmsford, had converted 155 acres into semi-permanent pasture 
“on account of the high price of stock and the cost of labour ”’ 
and David Clinsty, of Patching Hall, Chelmsford, was considering 
the best way of it.6 It was believed more meat could be produced 
cheaper on pasture than on arable, and investment in stock was 
safer than in corn. Druce shared this opinion because in 1880 

1 W. L. Rham, Dictionary of the Farm, 1850. Essex. 

* J.C. Morton, op. cit., art. “‘ Peas.” 

3 H. Evershed, ‘‘ Market Gardening,” Jour. R.A.S.E., 1871. 

* See my “ Suburban Market Gardening Fifty Years Ago,” Jour. R. Hort. S., 
December 1937. 


5 J. A. Clarke, op. cit. 
* Evans and Bowstead, “‘ Report on Laying Down . . .,” Jour. R.A.S.E£., 1875. 
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there were 500 more cattle than in 1875, while sheep had gone 
down by 70,000 and pigs by 7,500.1 


(b) HERTFORD 


Hertford was a county of improved farming in 1700 but 
Arthur Young met disaster on its poor, hungry, gravelly soil. By 
1848 at least one farmer was trying to improve this land by growing 
root crops and by the use of concentrates and artificials. Charles 
Higby Lattimore of Wheathampstead Place, St. Albans,” thought 
it impossible to grow corn on his light, gravelly, burning soil 
without root crops. His farm was heavily stocked with sheep— 
750 on 300 acres, about double the usual number—bullocks and 
pigs, and his arable was on the'four-course system. A great part 
of North Hertford had required draining, and had probably been 
done by the traditional bush- or stone-filled hollow drains. 
Chalking (liming) was necessary, but not generally done. 

Perhaps the county’s reputation rested on the cultivation of the 
loams adjoining Essex and along the road to Bedford, which 
received large supplies of stable manure from London.* Here 
the farming was much like that of Essex, and on the best soils 
near London a “species of rough garden husbandry ”’ for early 
vegetables, cabbage, peas, etc., and other crops “ forced by abund- 
ance of manure the same year ’”’ was practised. The traditional 
heavy four-horse plough was still used on the clay with flints in 
1850. 

Much land was too heavy for turnips and on this soil the farms 
were small and the standard of farming low. Generally, a five- 
course rotation was followed : turnips or fallow, barley, clover, 
wheat, oats. Between Hitchin and Hemel Hempstead, Caird 
found 200 acres carrying only six cows and a hundred ewes, very 
poor stocking, and a plough hauled by three horses “in a line.” 
Calves were fattened and butter made for London. Lambs were 
fatted or sold as stores as opportunity offered. Part of the straw 
was sold and no concentrates or artificials were used ; consequently 
yields were low, but on Mr. Oakley’s 800 acres in two holdings at 
Lawrence End all was very different. Here wheat was taken every 
second year, if possible, superphosphate was applied to turnips or 
swedes, wheat was drilled and a good seeds mixture (by contem- 
porary standards) was used. A large quantity of concentrates was 

1 Op. cit. 
2 Evidence to Select Committee on Agricultural Customs, 1848. 


3 W. L. Rham, op. cit., art. ‘“‘ Hertford.” 
* Caird, op. cit., cf. J. C. Morton, op. cit., ‘‘ Rotation of Crops.” 
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bought annually. Scots and Hereford stores were bought in and 
finished twice a year; 300 Lincoln ewes were crossed with a 
Cotswold ram. 

On the whole, however, the cattle in the county were a very 
mixed lot. Some Suffolk Punches and some Northampton black 
horses were used for a year or two and then sold to London. 
There were a few Essex and Berkshire pigs. This does not 
altogether constitute a high standard of farming for 1850. 

By 18641 the farmers of the southern half of the county 
within twenty-five miles of London had found it profitable to sell 
roots, wheat straw and clover hay to the Metropolis. The 
rotation remained five-course and sainfoin, a chalk down land crop 
since the seventeenth century, was eommonly laid down for three 
years. A few tares were grown for horses followed by white 
turnips; rye was occasionally grown for spring feed; swedes were 
the usual fallow crop but some heavily manured mangolds were 
grown. The double mouldboard plough, the seed drill and the 
horse-hoe were used, as were superphosphate, guano and soot. 
Here the farmers used the most modern aids. Store beasts were 
fatted in yards, an integral part of the then modern system, and 
early lamb was got up for the London market, a traditional feature 
of Hertfordshire farming. The ewe flock was bought in July or 
August, fed well, and lambed down in December or January. 
Hampshire Down were usual in 1864, Welsh sheep a century . 
before, and some Dorset Horns were common to both times. 

On the northern heavy land and on the chalk hills south of 
Hitchin and Royston, there was some bare fallow on the heavy 
soils, although there had recently been more efficient tillage, the 
cultivation of roots and rape for early spring feed, and feeding in 
yards or on leys in early spring. Some oilcake and cotton cake 
was used. Near the Essex border chalking was still a general and 
approved practice. The chalk downs in the North were farmed in 
the orthodox way, the four-course Norfolk rotation and sheep as 
manure makers. 

A few Hertfordshire farmers had adopted steam cultivation 
and a large breadth of the harvest was cut by reaping machines. 
Modern iron ploughs were used on light land, the Rayne plough on 
heavy. A simple lime-sowing machine had been invented by one 
Thrale and was made by Davis of Hemel Hempstead. All this 
shows a progressive spirit. 

The county was already renowned because of Lawes and 


1 H. Evershed, ‘‘ Hertfordshire,” Jour. R.A.S.E., 1864. Cf. Rev. J. Clutter- 
buck, ibid. 
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Gilbert’s work at Rothamsted, which needs no comment here, and 
because John Prout had bought 450 acres of clay and loam at 
Sawbridgeworth in 1861 and commenced continuous corn cropping 
there.? 


(c) MippLESEX 


The only change in Middlesex was to turn an increasing area of 
arable into market gardens. The county had always found good 
business in providing hay from its meadows and a variety of cash 
crops from its land, which was so highly manured with stable 
and dairy manure from London that the surface soil had practically 
been remade since 1650 by the continuous application of organic 
manures. Because of this advantage ‘“ almost all the land in the 
parishes of Chelsea, Hammersmith, Chiswick, Isleworth and Brent- 
ford ” was taken up by market gardens in 1850.2, The meadows 
were highly manured and the crop got to some extent by machines, 
a hay tedder being used. Ten tons of town manure was commonly 
applied to the root crop, but less sheep and cattle were kept than 
would have been necessary if that manure had not been so handy. 
Chalk, lime and ashes were applied to the clay land. The seed was 
drilled, and crops well horse-hoed, signs of an advanced system. 

The London dairymen’s and horse-keepers’ demand for feed 
continued heavy. The Rev. James Clutterbuck * estimated that 
17,622 cows were kept in London sheds, cellars and backyards in 
1865, and J. C. Morton, in a lecture to the Royal Society of Arts, 
estimated 25,000 in 1,723 cowsheds. No wonder there was a 
plentitude of manure, and a good market for hay, which was mowed 
by hand. The rowen or aftermath was eaten by hardy Welsh or 
other cattle and mountain breeds of sheep, bought for the purpose 
at Barnet Fair, as they had been for centuries. 

The rotations were very elastic and the crops were sold “ to 
those who would fetch them and return manure.’ Potatoes, 
mangolds and turnips were sold to London. Steam cultivation 
had been introduced on one of the larger farms within fourteen 
miles of Charing Cross. The only change in the next decade 
was the extension of market gardening to what had been arable 
land. Deep ploughing with a heavy dressing of manure prepared 
the ground for potatoes, cabbages and other coarse vegetables. 
French beans or peas, Brussels sprouts in the intervals in the 


1 Finlay Dun, “ Report . . .,” Jour. R.A.S.E., 1875. Druce’s Report to the 
Richmond Commission, 1881. Cf. John Prout, Profitable Clay Farming . . ., 
1881. 

* W. L. Rham, op. cit., art. ‘‘ Middlesex.” Cf. Lavergne, op. cit., p. 218. 
’ “ Farming of Middlesex,” Jour. R.A.S.E., 1869. 
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winter, and then spring onions, lettuces, etc., were gradually 
introduced and the farm became a market garden.1_ The system 
was so different from that commonly followed in the mixed 
farming counties that the farmers did not feel the depression of the 
late seventies to anything like the same extent.” 


(2) BuckineHamM 


By 1850 * most of the Buckingham open fields were enclosed 
and the old high ridges ploughed down, but although better and 
lighter implements had been introduced since 1800, old-style 
ploughs drawn by four or five horses in line were still occasionally 
used on the stiffer soils. 

The county is divided physically into three parts. Of these, 
the Vale of Aylesbury was almost wholly devoted to grazing, but 
still in 1850 ¢ required a good deal of draining. In-lamb ewes were 
bought, often Dorset Horns, fed, and early lamb sent to London, 
the ewes being sold to the butcher after shearing. Dairy cows and 
occasionally fattening cattle occupied the balance of the pastures. 
The butter was sold to London factors; the churns were worked 
by horse-power. The dairy output was estimated at 20,000 milch 
cows, giving 200 lb. of butter apiece annually. The cows were 
Shorthorn, Glamorgan and home-bred ; large Hereford steers were 
bought for fattening. Very good prices were realised by some of 
the more eminent breeders for Shorthorn cattle of the Bates 
strain, Mr. J. K. Fowler of Aylesbury, having declared that 
while he could realise 150 to 200 guineas for yearling heifers, he 
had nothing to grumble at in the seventies, although these prices 
did not compare with the astronomical sums occasionally given 
for bulls slightly before.6 Ayiesbury ducklings were in great 
demand.® 

On the Chilterns the old wooden plough was still used in 
winter, because the wheels of the new iron plough stuck then. 
Some hollow drains, filled with stone or brush, had been made but 
not enough to lay the land really dry. The rotation was fallow, 
wheat, beans, peas and/or clover, wheat, barley—which could not 
then be regarded as good farming. A fallow every fourth year was 
considered necessary. Yields were 28 bushels of wheat—rather 
high if a true estimate—and 32 bushels of barley or beans. Few 


1 J. A. Clarke, op. cit. 

2 Druce, Report to the Richmond Commission, 1881. 3 Caird, op. cit. 

4 Rham, op. cit., art. “ Buckingham.” Cf. Clare Sewell Read, ‘‘ Farming of 
Buckingham,” Jour. R.A.S.H., 1856. 
5 Echoes of Old Farming Life, 1892, pp. 234 ff. 6 Ibid., pp. 2365 ff. 
No. 227-——voL. Lv1. Z 
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cattle were kept, but store sheep bought in. These flocks were 
two-thirds wethers and one-third ewes, the former being fatted 
on turnips and the latter on summer grass after the early lamb 
had been sold fat. 

On the chalk of south and east Buckinghamshire a rather 
different rotation was usual: turnips; barley with seeds; seeds 
mown and aftermath grazed; wheat; oats. A rather unwieldly 
wheel plough, probably traditional, was common there. As 
on the Chilterns, threshing was done with the flail, the develop- 
ment of machine threshing having ceased because of the labourers’ 
antagonism, but this had changed by 1856 when several portable 
engines had been bought to drive threshers and the general 
tendency was to buy improved implements. Some hay tedders 
were used in the Vale. John Smith of Woolston was one of the 
pioneers of steam ploughing, although the “‘ Royal” Society’s 
Reporters only visited two farms so cultivated in 1866.1 

Few horses were bred, large blacks being obtained from 
Northamptonshire and Lincoln, worked a few years and then sold 
for dray-horses to London dealers. Pigs were an important 
appendage of the dairy, Berkshires being the favourite. Some 
Essex and Suffolk were also kept, but Irish bacon was injuring 
this business. 

No evidence has come to hand of any very great changes in the 
twenty-five years between Clare Sewell Read’s essay and the 
setting up of the Richmond Commission in 1880: but in the five 
years between 1875 and 1880 the number of horses in the county 
increased from 17,010 to 17,794, a sign perhaps of increased power 
on the farms. Cattle fell from 68,831 to 68,180, sheep by nearly 
one-third from 292,383 to 195,764, which must have meant a loss 
of fertility where sheep were normally folded on the roots or leys. 
The dairy products used in pig feeding must also have fallen off 
in that time because the stock declined by 4,200 from 35,370 to 
31,170. There was “much” land neglected and ‘“ some” 
uncultivated; “much” in hand, not a very definite measure. 
Near Thame the farming system was the same as Read describes,? 
including some bare fallow. 

Unfortunately, there is no measure of how much draining had 
been done, how many improved implements had been bought or 
any measure of the use of artificials and concentrates, so any 
definite idea of the progress made is as absent here as it is 
elsewhere. 


1 Jour. R.A.S.H., 1867. 
2 Druce’s Report and Evidence of J. W. Griffin, 1881. 
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(e) BERKSHIRE 


This county was the birthplace of Philip Pusey, M.P., F.R.S., 
founder-member of the Royal Agricultural Society, its President in 
1840-41 and frequent contributor to its Journal which he directed 
as Chairman of the journal committee. He had become an active 
leader in agricultural improvements on succeeding to the property 
in 1828 and found abundant occupation in draining and other 
currently approved works. He believed in employing a good deal 
of labour and encouraged the breaking up of grasslands. 

Along the Isis, in the Vale of White Horse and on the banks of 
‘ the Kennet, dairy farming for cheese-making was usual. The 
' richer Thames-side pastures carried fattening cattle of various 
breeds, Devons, Herefords, Shorthorns and Glamorgans (? Here- 
fords). On the chalk hills the traditional sheep and corn 
husbandry was practised; south of Reading towards Hampshire 
and east of Wantage there was mixed arable.* 

Caird thought that there had been some advance on the old 
two- and three-course rotations by 1850, but some fallow was still 
considered necessary, although where possible turnips were grown. 
Two or three crops of corn with clover, tares and beans between 
them were usual between fallows—not a very explicit report. 
The distribution of the crops in this rotation in Berkshire and 
North Hampshire was clover, wheat, barley, turnips ate off early, 
wheat, barley with seeds, and this was faulty because it made no 
provision for increasing manure-making material, and had two 
white crops in succession. 

John Houghton of Sunninghill farmed 4,000 acres and had 
taken one farm in a state of nature in 1830. Ona Bagshot Heath 
farm he had spent a lot of capital and by 1848 part was bringing 
in good crops. He fetched chalk twelve miles for these light lands 
although his landlords—the farms he leased were church and 
college property—always increased fines on tenants’ improve- 
ments and made no payment for draining, a necessity in the 
Forest from Windsor to Reading. Nevertheless, he had seen great 
improvements going on for twenty-five years,‘ improvements 
later condemned by John Walter, M.P., as futile, because the land 
had never been profitable as arable and could not be made into 










































1 “ Memoir,” Farmer’s Magazine, 2nd Ser., Vol. X., July 1844, pp. 1-3. 
Cf. Sir Ernest Clarke, ‘‘ Philip Pusey,” Jour. R.A.S.E., 1900, pp. 1-18. Paolo 
E. Coletta, Philip Pusey, Agric. Hist. 18. 2. Apr. 1944, pp. 83-91. 

2 Lavergne, op. cit., Caird, op. cit. 
* John Haxton, “ Light Land Farming,” Jour. R.A.S.E., 1854, p. 97. 
* Evidence to Select Committee on Agricultural Customs, 1848. 
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permanent pasture. It was more suited to sport and pleasure 
than anything else.* 

Rham agreed with John Haxton that more green crops ought 
to be grown to feed livestock and make manure, especially in the 
Vale of White Horse where large quantities of fertiliser were 
bought. He thought it more economical to make it at home: 
but in West Berkshire chalking was general, usually with the 
sub-soil chalk, although at Woodhay it had to be fetched. A good 
deal of land here had been grubbed by 1848. 

The implements in use had been greatly improved since 1800, 
and factories established at Reading and Newbury. Seed drills 
were made at Hook in Hampshire. Drilling was not, however, 
general in 1850, but some was done by contractors who provided 
the drill and its crew, the farmer supplying a horse and man. 
This was a system common only in the best districts of Essex, 
Suffolk and Norfolk. Threshing in 1850 was mainly by flail 
because the machines had been destroyed in the riots of 1831. 
Onions and asparagus were grown near Reading for the London 
market, and there were cherry orchards near Wantage as there had 
been for at least three and a half centuries. 

Some horses were bred for local use, and colts were bought in 
from Northampton, worked two or three years and then sold to 
London for dray-horses. Berkshire pigs were famous and 
fattened at two years old to an average weight of fifteen to 
twenty score. The old Berkshire sheep had vanished before 
the improved cross between Leicester and South Down by 1850. 
The old Heath breed of Windsor Forest, formerly finished by 
folding on the fallows in Buckinghamshire, was also nearly extinct 
then. 

By 1860 * some new things had been adopted, but not rotations 
which remained the same as Haxton described. On the chalk 
oats were sown after sainfoin, which was normally left down for 
four years.* On the heavy Vale land the old wheat, bean, fallow 
system was still prevalent in 1860, but the fallow break was very 
carefully hoed and weeded. 

The example of the Royal Farms, of Philip Pusey and of the 
owner of Arborfield Hall, was having some effect. A good deal of 
the new artificials was used on the root break, and crushed bones 
all over the Chalk Downs. There were bone mills and manure 


1 Evidence to Richmond Commission, 1881. 
2 Select Committee on Agricultural Customs, 1848. Evidence of Thos. 
Owen, Hungerford. 
3 J. B. Spearing, “ Berkshire,” Jour. R.A.S.E., 1860. 
4 J. C. Morton, op. cit., art. ‘* Rotation,’’ 1855. 
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factories. Superphosphate was purchased and the liquid manure 
drill was getting into general use. 

Factory-made iron ploughs, the Cambridge roller, iron and 
link (chain) harrows, drills in place of the seedlip, and steam- 
driven threshing machines were to be seen in 1860. Some 
mowing machines had been used for two summers, but the 
inefficiently demonstrated reaping machine had not. There were 
only three sets of steam tackle in 1866, one owned by John 
Walter. 

How far these tendencies had developed by 1881 is not to be 
decided. Little told the Richmond Commission that there had 
been no change in the system of farming except that between 1871 
and 1880 disaster had overwhelmed the sheep stock, the number 
having fallen by 6-3%. The Thames Valley Drainage Act of 1871 
had been amended in 1874, bui no works had been started by 1881. 
In the Vale of White Horse cheese-making had given place to the 
sale of liquid milk and there had been some great improvements 
especially about Reading and Newbury. John Walter adds that 
corn crops had given place to beef and mutton as cash crops about 
Bearwood, and Alfred D. Wells that there was no change on the 
heavy land about Wallingford.? 

One thing does emerge from all this, Berkshire was a county 
where good examples had been followed by at least some men, and 
the use of the new fertilisers and better factory-made implements 
was facilitated by local production. 


(f) HAMPSHIRE 


Hampshire is another county that is divided into three parts 
by the ridge of chalk downs that cuts across it. The lower land 
to the north and south of these downs is of similar soil and.has 
similar characteristics. 

In 1840 Henry Gawlor, the owner-occupier of 230 acres in 
North Hampshire, described his own farming and that of his 
district.2 On the best gravel—the soils are very mixed—the 
four-course system was usual with an occasional fallow after a wet 
season. Swedes could be drilled, but not turnips. Sainfoin was 
grown and left down for five or six years—too long. Potatoes 
were grown for domestic use. 

Norman or Alderney cattle were esteemed the best, but the 
milk from one Devon and three Alderney cows was mixed to make 
a very rich butter. On the local small dairies this was very 


1 Evidence of both men, 1881. 
® Reports of Select Farms, “‘ British Husbandry III, 1840,” pp. 1 ff. 
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profitable. The sheep were called Southdowns, but were in fact 
a very mixed race. The fold management was indifferent, 
The Wiltshire sheep had more bone and longer legs and were 
formerly kept by farmers on the Downs which had since been 
broken up. The pigs were managed with slovenly inattention. 
No horses were bred, there were no considerable dairies and very 
few cattle were fattened. Manure was that of the farmyard 
and sheepfold. 

A plough of iron, except the beam and handles, and smaller 
than that used thirty years before, was drawn by three horses, 
but the old four-horse type was still used by many farmers. Some 
threshing was done by horse-driven machines, but the almost 
destitute labourers objected, and had restricted the number 
installed and the use of those erected. 

Rham was full of criticism of the county in 1850. The work 
was done too expensively, by too much labour and too many 
horses. There were too few threshing machines, the stock were 
not fed cheaply and the manure not consumed, all the liquid 
manure being wasted. Caird added that the buildings were 
unsatisfactory and not wisely planned. 

Changes in the national economy had worked to the dis- 
advantage of the county. There had been a good deal of reclama- 
tion on Bagshot Heath in the past thirty years where Rham 
thought the poor soil set ingenuity to work to produce the most 
improved practice, but the large quantity of stable manure 
available from posting stations, stage coaches and carriers had 
been reduced by 1850 because railways were being built and 
this change had spoiled the farmer’s market for hay. In the 
south and north of the county there had been some general 
improvement, but not all that was necessary. On the heavy 
lands a bare fallow was essential and the new artificials were being 
used less than was desirable. Again Caird reports that the water 
meadows along the Itchen and the Test were not paying so well, 
because the new concentrates had made it possible to produce fat 
lamb almost everywhere and so the water meadows with their 
rich grass had lost their advantages. The farmers here were going 
over to the dairy or combined dairy and feeding, but still kept 
some flocks. 

George Harriett of North Waltham, Basingstoke, told the 
Select Committee on Agricultural Customs of 1848 that chalking 
was very advantageous on the clays and sticky gravel, but gives 
no indication of how much was done. The whole district round 
Reading and Basingstoke needed draining and the Duke of 
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Wellington and Mr. Chute were doing it. The Duke indeed spent 
large sums on draining, marling and farm offices to very little 
profit.1 Harriett was an improver. He had changed from the 
four-course system to a seven-course in 1841. He used guano, 
bones and saJt and drilled his turnips with artificials. He made 
the hills good land by hoeing turnips, and feeding them off with 
sheep supplied with concentrates: 

Some play was made with the increase of market gardens in 
their neighbourhood for the supply of Portsmouth, Gosport and 
Southampton, but Caird says quite unequivocally that these ports 
were almost wholly supplied from France with that kind of produce, 
although potatoes had increased of late years. Hampshire bacon 
was renowned because of care in curing rather than in selection of 
stock. The new Basingstoke works supplied modern implements 
not only to Hampshire, but to Berkshire and Surrey as well. 

Nothing had changed by 1861. The north of the county was 
still in small backward farms, with low yields of cereals and poor 
cattle. The old high two-wheeled Berkshire plough was still in 
use. On the downland the Hampshire Down sheep was the 
great achievement of farming, about 300,000 being sold annually 
at Weyhill and the other fairs. The southern part of the county 
was beginning to concentrate on the dairy for the growing markets 
of the ports and naval establishments. Near Southampton there 
were fine meadows and fine Shorthorns kept to produce liquid 
milk. Butter was also made and there was a cheese-market at 
Bishopstoke Station where up to 300 tons were sold yearly.” 

Two sets of steam cultivation tackle were inspected in the 
county in 1866, one at Micheldever and the other at Alresford, and 
probably this number was higher in 1880. 

One John Blundell of Southampton anticipated a ‘aati 
process by beginning with the early fattening of beef in 1857 and 
read a paper to the Royal Agricultural Society in 1862. He fed 
large quantities of concentrates, green fodder and roots and 
finished the beasts at eighteen to twenty months, and must have 
found a good market for such an unusually delicate product.® 

The New Forest, an area that has always attracted the eyes of 
improvers even unto the present day, engaged the pen of W. C. 
Spooner in a lengthy essay on its agricultural possibilities in 1871, 
but his ideas were not destined to work out quite so successfully as 

1 Lavergne, op. cit., p. 213. 

* Rev. John Wilkinson, ‘‘ Hampshire,” Jour. R.A.S.E., 1861. Cf. J. C. 
Morton, op. cit., 1855, art. ‘“‘ Rotation.” 


* Henry Evershed, “‘ Early Fattening of Cattle,” Jour. R.A.S.E., 1878. 
4 Jour. R.A.S.E., 1871. 
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he anticipated.1_ Two years later the Marquess of Bath was com- 
plaining that many of the downland farms of the Hampshire and 
Wiltshire border were falling into hand, although another land- 
owner, Mr. H. Burd, could not understand the complaint, because 
he always had twenty offers if one of his farms of that kind fel] 
vacant.® 

By 1878 ? some improvements had been introduced to the north 
of the county, although the hedges were still enormous. Drainage 
had made the cultivation of vetches possible on the fallow break 
and swedes and mangolds were grown on the lighter soils. Clover 
was grown once in eight years. In the south the tendencies 
remarked developed and on the downs the arable-sheep system 
went on, the Hampshire flocks dropped from 612,000 in 1874 to 
512,000 in 1880, over 16%. The sheep management here was 
probably unsurpassed in England, a constant succession of green 
crops being required to feed them. 

Changes had been taking place in Hampshire, but in what 
measure it is impossible to say. The establishment of an imple- 
ment factory is one indication of economic development. The 
magnificent sheep husbandry and the production of liquid milk in 
the south for the neighbouring markets are others. 


(g) SURREY 


A large part of the 300,000 acres of so-called agricultural land, 
which is Surrey, was never farm land and could never be made into 
farm land. The Bagshot Sands of the west were irreclaimable 
by any economical process. Much of the middle of the county is 
the same and is to-day a Londoner’s pleasure ground—where it 
has not been built on. In the east Holmdale and the neighbour- 
hood of Reigate was the scene of some good farming. Near 
London there were some market gardens, but Leonce de Lavergne 
gathered the impression that Surrey was of no importance as a 
farming county in 1847. 

Besides the physical difficulty of farming, the tenants of Surrey 
were handicapped by an oppressive custom of tenant right. Both 
John Houghton of Sunningdale and Robert Clutton made this 
point in evidence to the Select Committee of 1848. Ingoing 
payments were very heavy and half-dressing or manure laid on 


i Cf. Kenchington, The Commoner’s New Forest, 1942. 
2 Select Committee of House of Lords on the Improvement of Land, 1873. 
Evidence of H. Burd. 
° J. A. Clarke, ‘‘ Practical Agriculture,” Jour. R.A.S.H., 1878. 
4 W.C. Little’s Report to the Richmond Commission, 1881. 
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before a crop was taken was difficult to check. So much as 
50s. an acre had been charged for clover ley. H. W. Keary 
repeated this criticism in no uncertain terms in evidence to the 
Lords Committee on the Improvement of Lands of 1873. The 
Surrey custom in his opinion was very vicious and had led to large 
frauds. Nevertheless, in 1848, near Reigate, Clutton thought that 
oilcake was extensively used and draining, formerly done with the 
mole-plough or bush-filled drains, was being done with pipes which 
he believed an improvement. 

Caird had not a good word to say about the county. Rham 
felt the same about the Weald, but the market gardens near London 
and the hop gardens near Farnham were bright spots. He agreed 
that there were some heavy old-fashioned ploughs in use, but the 
types varied widely. Some were the satisfactory factory-made 
kind, and there were a few threshing machines on the large farms. 
Rham did not like mole-draining—an odd outlook. 

In spite of the general criticism of the state of farming in 
Surrey there were meritorious farms in or about 1850. One of 
these was run by Messrs. Drewitt and Sons, of Piccard’s Farm, near 
Guildford. It was kept perfectly clean and was really a stock 
farm, growing a large quantity of green crops for feed.1_ Twenty- 
five years later this farm was still worthy of remark. By then the 
Drewitts were producing baby beef.” 

Another farm that Sydney Evershed liked was that of John 
Ellis at Artington, near Guildford. Here salt alone was some- 
times used on wheat and occasionally guano and nitrate of soda 
as a top dressing. 

On the Bagshot Sands the sheep were Hampshire Downs or 
horned Somerset or Dorset bought at Appleshaw or Andover fair 
and sold fat after lambing, being folded on turnips and getting 
hay chaff and oilcake. The cattle were generally Devons or 
Welsh. The four-course rotation was common, but there were 
many variations. Already in this district the South Western 
Railway had given an impetus to the production of liquid milk and 
to growing carrots and peas for London. In the basins of the Mole 
and the Wey again the four-course or some modification of it was 
common and here, too, the production of liquid milk for London 
was increasing. The railway brought London stable manure, 
guano, bone-dust, malt-dust and superphosphate. Soot, salt 
and ashes were also used for the green crops, and the land was 


1 Sydney Evershed (Albury), “On . . .Cropping Light Land,” Jour. R.A.S.E. 
1853. 
2 Henry Evershed, op. cit. 
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sometimes chalked with material from Basingstoke. The 
market gardens were being pushed further out by the growth of 
building in London. For the rest there was the arable sheep 
husbandry of the Downs, and well down towards the Weald 
great numbers of sheep were kept. The Weald itself was like 
Sussex. 

And in 1880 W. C. Little had nothing different to tell the Rich- 
mond Commission when he reported to it, so in the end we come 
back to the fact that there is really not a lot of very good land in 
Surrey capable of being developed, although near Guildford and 

. along a line to Dorking and Reigate there is some, while on the 
other side of the hills towards the Weald a good deal can be done— 
but Surrey was at no time between 1840 and 1880 an exemplar 
of the best farming of that epoch. 


(hk) SussEx 

The Sussex Weald is a deep clay and was full of woods, 
hedgerow timber and coppice all through the period. The farms 
were small and the most backward seen by Leonce de Lavergne 
in 1847. The tenants had little capital or knowledge. They 
threshed with the flail and were the only people he had seen who 
still used oxen for tillage. Caird bettered this criticism by saying 
the farms were only half cultivated and partly stocked. John 
Farncombe ! believed that the farmers here were afraid of improve- 
ments because higher rents would follow. Lambs were taken in to 
feed from the downland and marshes from Michaelmas to Lady 
Day at 6s.each. They were fed on stubbles or clover ley and often 
went back in poor condition because more were taken in than there 
was feed for. More, the famous old Sussex breed of red cattle 
had been neglected and had degenerated. It was nearly thirty 
years later when the Sussex Breed Society and Herd Book was 
started.2 On the arable the old two-crop and fallow system was 
still followed and yields were about eighteen to twenty bushels of 
wheat and twenty to twenty-four bushels of oats, a good deal below 
the then national average. A few years later Sidney Hawes * 
suggested that root crops might be grown on the clays after a 
winter fallow if ridges were split in February or March and the 
manure laid on with another split. Potatoes did well, giving only 
light yields, but of excellent quality. Beans were not much grown 
then and the land was clover sick, although good crops were got 

1 “ On the Farming of Sussex,” Jour. R.A.S.E., 1850. 


2 E. Walford Lloyd, Sussex Cattle, 1945. 
3 “The Wealden Clay of Sussex and its Cultivation,” Jour. R.A.S.E., 1858. 
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as there were of tares. Oats were often grown on the wheat 
stubble and when limed, manured and sown with grass seed made 
good pasture. Draining had been done with tiles since the coming 
of machine-made pipes. Wheat was the main crop, but yields 
were often depressingly low, partly because all the available 
manure was applied to this crop, but was often left lying about in 
heaps far too long. In Hawes’ opinion much of the land had been 
limed too much. Lime was not a substitute for manure; burnt 
clay was a good supplement for farmyard manure. The use of 
guano and rape-dust was on the increase. There was one thing 
good; there were excellent fowls on every one of these little 
farms. Little change took place in the next twenty years. The 
Speaker, who owned 4,000 acres in the Weald in 1880, had spent 
some £2,200 on drainage and other improvements there in the past 
five years, but it was nevertheless impossible for this poor clay to 
be tilled any longer on any economic basis, and it was going down 
to grass, and Mr. Little has much the same to say about the Weald 
as the writers of forty years before. 

The farming of the South Downs was in quite another category. 
Here the Ellmans,? father and son, had developed the famous 
breed of South Down sheep. Here, as on other Chalk Downs, was 
to be found the arable sheep economy that was the basis of 
improved farming. Caird found four-, five- or six-course rotations, 
according to the soil, with which observation Farncombe agrees 
and J. C. Morton states that on the lightest Sussex lands the seeds 
were left down for two or three years and oats substituted for 
barley in the rotation, but too much wheat was often grown to 
flourish on the available manure. For the sheep they were 
kept in three groups, one-third of the ewe flock being drafted every 
year with all the lambs not needed for flock maintenance, when 
eighteen-months-old tegs took the place of the drafted ewes, and 
were lambed down at the end of March. Farncombe thought 
rape might usefully be introduced as a feeding crop. 

Caird did not like the old wooden turnwrist plough with a 
piece of flat wood for a mouldboard that he found in use here. It 
was designed for one-way ploughing, and although it may have 
been too cumbersome there was good reason for its retention in 
spite of needing three or four horses or half a dozen bullocks to 
haul it. Caird thought it a waste of opportunity, of power and of 


1 Richmond Commission, Evidence of the Speaker and Little’s Report, 1880. 

2 See Memoirs of John Ellman, Esq., 1834; E. Walford Lloyd, “‘ John Eliman 
of Glynde,” Jour. R.A.S.E., 1928; Ernle, English Farming Past and Present, 
1912, ete. 
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time that could probably not be matched in any other county in 
the kingdom. Optimism, however, went perhaps too far on these 
Downs and Thomas Cooper told the Richmond Commission in 
1880 that a good deal of the land here broken up thirty or forty 
years before had better been left. Much of it had gone back to a 
state of nature in the previous four or five years, and as Cooper 
had been farming nearly 800 acres in the district from 1844 he 
presumably knew his subject. 

Besides the South Downs the coastal strip of Sussex had always 
enjoyed a reputation for being well farmed, and had exported 
grain by sea to London and elsewhere for at least three hundred 
years. Lavergne waxes enthusiastic about the enterprise of 
Mr. Rigden of Hove Farm, Brighton, a holding of 700 acres, 
run on the then most approved lines, being 40 acres of pasture and 
350 acres each of grain and forage crops; in the four-course 
rotation, in fact. Rigden is said to have possessed £12,000 
capital. He grew mangolds, turnips, swedes, carrots, potatoes, 
cabbages, rye grass, clover, lucerne, sainfoin and vetches. His 
flock was 350 South Downs; he had a dairy of twenty-one milch 
kine; twenty-eight farm horses and a few pigs. He sold liquid 
milk to Brighton, he sold about 250 lambs annually and culled 
100 ewes, and he sold calves and fat cows to the butcher. The 
place was an admirable example of the large-scale highly capitalised 
farming of the day. 

The local tenant-right custom was, however, like that of Surrey, 
a handicap to enterprise and was open to fraud in just the same 
way. The Duke of Norfolk, in his evidence to the Select Com- 
mittee of 1848, estimated ingoing at about £3 an acre on the 
average, and as he thought the new tenants only possessed about 
£6 an acre of capital when they went in their position was highly 
undesirable. To this opinion Caird subscribed. 

Jeremiah Smith, of Springfield Lodge, near Rye, who also gave 
evidence to the Committee, farmed 6,000 acres of which he owned 
1,300 acres, He used cleared brush for making drains in three 
tiers at different levels and found that land so treated produced 
three times what it did before. He spent £50 per annum in 
clearing land for hops. On farms like his, oileake was fed, and, 
although few bones were used on the land, rape-cake, nitrate of 
soda, rags and guano were common. The hop gardeng to which 
Smith had added at such high cost were famous and roused Caird’s 
enthusiasm, but John Farncombe thought the necessity for 
improvement was still great. Some measure of progress is pro- 
vided by the fact that in 1871 Court Hill Farm, Slinden, intro- 
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duced neighbouring farmers to their first reaper and brought 
in another newfangled idea in the next year—a threshing 
machine.! 

The slow progress of new ideas in agriculture—at least their 
slow progress a century ago—is exemplified by that of producing 
baby beef, which seems to have been first practised by James 
Blundell of Southampton. One of-his disciples in Surrey is named 
above and members apparently of the same family were doing the 
same thing in Sussex, Messrs. Drewitt and Son of North Stoke. 
The system had been on trial for twenty years and by feeding 
heavily with concentrates a small beast of good beef was grown 
at a low cost of production. Others in this business were William 
Stanford, then late of Charlton Court Farm, Steyning; Cyrus 
Ellis of Great House Farm, Hambledon; and W. M. Stanford of 
Broadbridge Farm, near Horsham.? 

In the Weald there had been little change over the forty years, 
mainly because of the intractable soil and too little capital. Some 
great landowners had made improvements, but had found great 
difficulty in making them pay. On the Downs the fine system of 
the eighteenth century had perhaps been a trifle supplemented by 
the new knowledge and the use of the new manures. Of the 
coastal strip as much or as little could be said. The fine breed of 
South Down sheep had already been improved when the period 
opens, and, except on a few farms, the old Red Sussex cattle made 
no progress until the Herd Book was started. The hop gardens 
were favourably commented upon, but some needed greater care 
and attention. 


(‘) Kent 


Roughly, Kent can be divided in three, the Chalk, the Green- 
sand and the Weald. The great desiderata in the Weald were 
drainage and the clearing of fences and trees. Lavergne was 
sceptical about Kent as a whole. The agricultural revolution 
started by Arthur Young had not reached it and though formerly 
one of the best cultivated counties, the farmers were content with 
old ways discarded by the wealthy and skilful farmers of the north. 
Drainage, however, acted like magic and Benjamin Hatch of 
Tenterden told the Select Committee of 1848 that mole-draining 
with six horses, if done judiciously, so changed the soil that roots 
could be grown, but not folded on the land. They must be carted 
off for feeding in yards. 


1 Land Agents Record, 18th Sept., 1943. 
* Henry Evershed, “ Early Fattening . . .,” Jour. R.A.S.E., 1878. 
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The customary ingoing was heavy, including manures and half 
manures, tillages, straw and hay at feed prices, and drainage with 
wood or tiles, but the effect was good. ‘‘ Where these customs 
prevail the farmers are improving fast because they have security 
for the outlay of their capital.”” Chalk was applied in the Isle 
of Sheppey, but more lime brought from Sussex was used in the 
Weald. Another witness, William Barnes of Staplehurst, 
expressed the same views. 

A native who disagreed with Lavergne was Edward Carter 
Hughes of Hythe. He thought that Kent was a highly cultivated 
county, and st perhaps it was, even if not identically with the 
great corn and stock farms of Northern England and the Lowlands. 
Rham’s description of the county in 1850 is concise and just. It 
was very productive, but extravagantly done. More draining and 
liming was required and economy in the use of labour was necessary. 
The old Kentish turnwrist plough, with a thick oak beam 10 feet 
long, 5 inches deep and 4 inches thick, with most other parts just 
as heavy and a share that weighed 32 lb., was laboriously hauled 
by four horses. 

The Isle of Thanet was cultivated with wheat and beans 
alternately, the beans drilled, heavily manured and horse-hoed 
repeatedly. Canary seed, radish, spinach, cresses and white- 
mustard seed were grown for the London salesmen. Asparagus 
was grown at Deptford, peas at Rochester, apples, pears, plums 
and cherries graced the orchards here and filberts were grown round 
Maidstone. Some 800,000 sheep flourished on Romney Marsh 
and marshes along the Stour, Thames, Medway and Swale. They 
were kept at the rate of two to five an acre and even so the grass 
often got away and lean cattle had to be brought in to eat it. Hay 
was their winter keep. Sheep were also kept on the Downs, but 
there were few dairies; cheese only being made for domestic use. 
All this confirms what had been said a few years before by George 
Buckland. 

Thirty years later J. A. Clarke could find little change although 
he did not make a comparison, merely a record of current 
practice.? 

The special fruit-growers in Kent found a partisan in Charles 
Whitehead, one of their compeers, a member of the R.A.S.E., the 
Linnzan and Geological Societies, who lived at Barming near 
Maidstone. He wrote one article specifically about “ Fruit 





1 “ On the Farming of Kent,” Jour. R.A.S.H., 1845. 
2 “ Practical Agriculture,” Jour. R.A.S.E., 1875. Cf. Richmond Commission, 
‘** Report by W. C. Little,” 1881. 
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Growing in Kent ”’ in the Jour. R.A.S.E. of 1876, and another on 
“ Fifty Years of Fruit Growing ”’ in that of 1889, and he ventilated 
the subject in other contemporary journals as well as giving 
evidence to the Richmond Commission in 1881. 

In 1839 Kent had only its cherry orchards and the apples 
grown for cider making. By 1872 the old cider orchards had 
gone, their place being taken by new orchards of dessert and 
cooking apples. This was only in accord with the tradition of the 
place. Kentish orchards had been planted and replanted, 
grubbed and re-grubbed most promiscuously during the preceding 
300 years, often to make way for hops which could prove a good 
investment, but were quite often nothing but a delusion and a 
snare. Between 1866 and 1876 orchards had been planted be- 
tween Orpington and Crayford and in the Weald—-Whitehead had 
extended his own acreage—and some soft fruit had been planted 
between the old apple-trees. Black currants, gooseberries and 
raspberries were favoured, strawberries not being so well liked, but 
the apple-trees were often too heavily pruned, the orchards mown 
or stocked too heavily with sheep. The trade had been facilitated 
by the new systems of transport, the steam-boats from East 
Kent and the railways through the county: but it was subject 
to a large and increasing degree of foreign competition both from 
France and Belgium. The hop-growing needs no discussion 
here.? 

There were still complaints of too spreading hedgerows and too 
wide ditches in the Weald in 1881 and the cattle breeding was non- 
selective, the dairy cows being sent to the nearest bull of whatever 
quality. There had been a good deal of steam cultivation, but 
it was not thought to answer well.2, What appears is that there 
had been some drainage done, that the special areas like Thanet, 
Sheppey and some parts of the coast were fairly well farmed, but 
had introduced no new implements apart from a few seed drills, 
some of the new fertilisers were used and here and there a farmer 
used cake: the fruit and hop area was probably increasing and 
the Romney Marsh sheep were as famous and productive as ever. 


It 


This is the available evidence on which to estimate the progress 
that farming had made in the Home Counties between 1840-80, 
progress here being understood to mean the introduction of new 


1 See H. H. Parker, The Hop Industry, 1934. 
2 Richmond Commission. Evidence of George Neve. 
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and improved systems of cropping, the use of better implements 
then becoming available, the increase of yield obtained by means 
of the new imported and chemical manures, the quicker maturing 
of livestock by the use of concentrates and the improvement of the 
soil by drainage. There is absolutely no statistical measure of any 
of these things, except that the Reports of the R.A.S.E. show how 
far steam cultivation had advanced by 1867. As to drainage, both 
the quantity done and its effect are now impossible to discover, 
until someone has the leisure to examine the papers of the Land 
Drainage Commissioners, provided they have not been destroyed. 
Only by that means would it be possible to discover how much 
drainage was done in particular places. How it would now be 
possible to find out to what districts the new fertilisers were sent I 
do not know, unless by the examination of early railway way-bills, 
once again if they exist, and unless the manufacturers’ records 
should become available, the only way to find out where the new 
factory-made implements went would be to examine the railway 
records. The discovery and collation of local yield records, both 
of crops and livestock products, is a further necessity. None of 
these things has yet been done and perhaps none of them need be 
done, unless by some enthusiast for precise knowledge. 

From such general and descriptive evidence as is here presented 
and as is, indeed, available in such large volume, it can only be said 
that there is nothing to show that the farming of the Home 
Counties, in general, made any large strides in ‘productivity 
during the four decades that have won so high a meed of praise. 
Improvement was sporadic in all the counties, except in specially 
favoured areas where the theories of the Norfolk four-course 
enthusiasts could be fully applied, as in much of the Chalk 
districts where the arable sheep economy was successfully practised, 
or in the heavy yielding lands of Essex or Hampshire or Sussex, or 
where particularly valuable crops could be grown, or where highly 
desirable breeds of livestock had been developed: but this 
improvement was certainly not general. Wide areas of Essex, 
Buckinghamshire, Hertfordshire, Berkshire, were well farmed, but 
even in these counties there were large stagnant areas and in the 
south-eastern counties large areas could never be farmed, while 
North Hampshire was still working as it had always done. All 
across the Weald, from the coast to Hampshire, was a block of 
difficult soil, where, in spite of local attempts to drain it, some 
chalking and so on, the farming of 1880 was broadly the same as it 
was in 1840: but perhaps it was not in the Home Counties that the 
High Farming of which so much has been written was practised. 
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; Only by a similar comparison of the different descriptive accounts 
5 of other districts can that be decided, and it may, of course, be 
/ that quite another story must be told of other areas. Too much 
d emphasis may, however, I submit, have been placed upon the work 
7 of extraordinary farmers in this period, and too little regard had 
, for the inability of the great generality of farmers to follow in their 
, footsteps for a variety of reasons, soil, size of farm, lack of capital, 
; ignorance of the new ideas, or merely a lack of desire to do so. 
1 G. E. Fussei. 
[ j London. 
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REVIEWS 


Konkurrenz und Planwirtschaft (Competition and Planned 
Economy). (Bern: Verlag A. Francke A.G., 1946. Pp. 
viii + 240. S.fr. 19.) 


THE sub-title of this work is Contributions to Theoretical 
Economics, and it is published by the Study Group for Theoretical 
Economics of the Swiss Society for Statistics and Economics. 
It consists of eight articles (seven in German, one in French) 
by leading Swiss economists on various aspects of value theory, 
perfect and imperfect competition, economic planning and 
economic dynamics. 

From internal evidence it would appear that the articles were 
originally given as lectures to an audience of well-educated laymen. 
They attempt to give a picture of present-day tendencies in 
economics ; they do not appear (except perhaps in the case of 
Herr Diitschler’s contribution) to aim at making new contributions 
to science. However, the old material is presented very clearly, 
and, in several articles, elegantly. The contributions are of 
somewhat unequal value; but the whole work shows clearly that 
Switzerland has benefited by her fortunate exemption from the 
grosser horrors of European anarchy in being able to pursue the 
ends of scholarship and research. It is gratifying to an English- 
speaking reviewer to notice how strong is the influence of English 
and American work of the ten years before the war. 

The first paper, by Professor Alfred Amonn of the University 
of Bern, is a short one on “ Value and Price Theory and Price 
Policy.” It strongly urges the consistent differentiation of the 
words “ price’ and “ value’ to denote respectively the sum of 
money for which a good is actually bought and sold, and the quan- 
tity of otker goods in general for which a good is normally ex- 
changed. It deprecates the use of the word “ value” by itself 
to denote use-value or subjective value. Coming to price 
policy, it distinguishes between indirect and direct price policy : 
the former aims at influencing price by modifying the conditions 
of demand and/or supply, while leaving the actual determination 
of price to the unhindered action of market forces (e.g., by taxes 
or subsidies); the latter acts directly upon price, and therefore 
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makes necessary the imposition of quantitative controls (e.g., 
producers’ quotas, rationing of consumers). There follows a dis- 
cussion of ends and nieans in economics, the gist of which is that 
economics is not concerned with ultimate ends, which must be 
taken as given, but is concerned with intermediate ends. 

A much longer paper on ‘“‘ The Model of Perfect Competition,” 
by Professor W. A. Jéhr of the St. Gallen Handels-Hochschule, 
begins with a discussion of economic method, and a justification 
of the use of “ models,’ which is identified with the method of 
abstraction. After a discussion on economic ends and “ Wert- 
freiheit ’’ the author divides the realm of economics into two 
principal fields : catallactics, or the analysis of market processes ; 
and economic morphology, or the study of economic forms and 
institutions. The ultimate aim of economic science should be a 
synthesis of catallactics and morphology; but this will be possible 
only when each of these two part-studies has been further de- 
veloped. The author then makes an analysis of the assumptions 
made in using the model of perfect competition, followed by a 
review of the results obtained therefrom (equality of marginal and 
average costs and receipts, equality of returns and outlays, etc.). 
On the basis of this discussion he concludes that the theory of 
perfect competition is the fundamental basis of catallactics. 

Dr. Emil Kiing, of St. Gallen, in a “Contribution to the 
Theory of Market Forms and Market Relationships,” defines and 
refines various concepts of perfect competition theory, such as 
commodity-differentiation (technical, psychological, in space, in 
time, etc.), homogeneity, substitutes, multiplicity of buyers and 
sellers, perfect and imperfect markets, competition (pure, perfect, 
free, atomistic, homogeneous), etc. He makes some acute ob- 
servations; but on the whole there is too much display of 
dialectical gymnastics. He finishes by an elaborate scheme of 
analysing a market according as the supply side shows monopoly, 
oligopoly or atomistic competition and as the demand side shows 
monopsony, oligopsony or atomistic competition. This gives 
nine pigeon-holes. By considering two related markets (e.g., the 
market of a product and that of a factor of production) he gets 
a scheme of eighty-one pigeon-holes. But he offers us nothing 
to put in them. 

Dr. Hans Bohi of Ziirich writes on “ Cemioatiteiss in the Model 
of Dynamic Economy.” After a rather elementary introduction 
on economic dynamics he discusses the pig-cycle and the cobweb- 
theory, and goes on to give hypothetical numerical illustrations 
of price oscillations due to a time-lag in production. 
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Very important is the contribution of Herr Hermann Diitschler, 
Diploma-Engineer, of Ziirich. His “‘ Essay in General Dynamics 
of the Economic System” uses a simple model involving six 
variables: income earned from the production of consumption 
goods; income earned from the production of investment goods; 
other income (in practice, new money created by authority); 
expenditure on consumption goods; net investment; excess of 
current savings over current net investment. It is assumed 
that prices, both of goods and of factors of production, remain 
constant. Then five equations (mostly containing differentials) 
are derived from various economic relations, involving (among 
other quantities) the propensity to consume, the relation between 
output and the stock of capital goods, the velocity of circulation 
of money, and the rate of turnover of stocks. The sixth equation 
which is required to solve the system is based upon assumptions 
regarding monetary policy. As a result, the rates of income and 
of expenditure are obtained in the form of a linear differential 
equation of the second order. On the assumption that monetary 
policy consists in issuing enough new money to maintain full 
employment, it is shown that both the production of consumption 
goods and that of investment goods are represented by periodic 
functions, having the same frequency, the latter lagging a quarter- 
phase behind the former and having a greater amplitude. The 
issue of new money is represented by a similar periodic function. 

Dr. Emil J. Walter, of Ziirich, writing on “The Economic 
System of the Planned Economy,” discusses, on lines that owe a 
great deal to Marx and something to Franz Oppenheimer, the 
concept of an economic system, and then examines the productive 
relations of a planned socialist economy. He defines socialism as 
a ‘“‘ consciously and socially regulated economy.’ He considers 
common ownership of the means of production to be a necessary 
condition therefor. The precise forms of organisation may vary 
from centralised bureaucratic administration to decentralised 
organisation through local authorities or consumers’ co-operatives. 
In the course of his argument the author makes several interesting 
observations. One is that socialism could realise the ideal of 
perfect competition better than capitalism. Another is that, in 
order to prevent the economic organs of society from encroaching 
upon the individual’s rights of free choice of occupation and of 
consumption, a socialist community would be obliged to impose 
constitutional limitations on their powers—an analogy with the 
idea of ‘‘ separation of the powers ”’ in the orthodox theory of 
political democracy. 

‘Economic Calculation in the Planned Economy,” by Dr. 
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H. G. Bieri, of Ziirich, follows in the footsteps of F. M. Taylor and 
O. Lange in positing a decentralised planned economy with a price 
mechanism. Starting with arbitrary prices the right prices may 
be arrived at by a process of trial and error, subject to the 
observance of two rules by the directors of production. These 
rules are: (1) to minimise average cost; (2) to extend production 
until price equals marginal cost." Wherever technically possible, 
the conditions of perfect competition will be realised; otherwise 
price will be equated to marginal cost, even when this involves 
producing at a loss. 

The last article (in French) is “‘ The System of Controlled 
Economy (économie dirigée) ’’ by Professor Eugéne Bongras, of 
the University of Fribourg. The author attempts to establish 
“controlled economy” as a definite category of economic 
organisation distinct from free market economy and from planned 
economy. On the one side, he distinguishes controlled economy 
not only from a pure market system but from “ intervention.” 
Intervention consists, according to him, in checking, forestalling, 
or modifying the action of the free market without going contrary 
to its inherent long-run tendencies; control involves the 
imposition upon the market of definite aims which may be in 
direct opposition to the tendencies of a free economy. On the 
other side, control is distinguished from planning by the degree of 
constraint imposed upon supply and demand. Control involves 
a less degree of arbitrary interference with demand than planning. 
Different forms of control are then examined : the control of the 
market for particular products; the control of all markets; 
control directed towards the smoothing out of fluctuations; 
control directed towards foreseeing and regularising the rate of 
growth of the whole economy. Among the methods of control 
are considered: monetary policy, investment policy and price 
policy. In a final paragraph attention is drawn to the work of 
Schultz and others in the measurement of demand, from which 
the inference is drawn that a large part of the community’s 
consumption consists of articles of prime necessity, the demand 
for which is very closely determined by price and by the magnitude 
of the social income. .It should be possible, therefore, for an 
economic authority to budget for the production of these 
commodities at fixed prices and in pre-determined quantities, 
while leaving the residual 20-25% of the national income to be 
produced and allocated in an uncontrolled (or only lightly 
controlled) sector. 

H. D. Dickinson 

University of Leeds. 
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The Wealth of England from 1496 to 1760. By G. N. Cuarx. 
The Home University Library of Modern Knowledge. 
(London: Oxford University Press, 1946. Pp. with biblio- 
graphy and index, 199. 3s. 6d.) 


Tuts small book is in effect a sketch of English economic 
history from 1500 to 1700 with a few preliminaries from 1700 
to 1760; and its successor will require to begin virtually 
from 1700. Less simple than Ashley’s Economic Organisation 
of England it nevertheless, with the help of the Bibliography, 
leads the student up to further work on special topics most 
successfully. Clearly the writer’s difficulty has been that 
of compression. Thus of William Lee’s knitting-frame, rightly 
saluted as England’s first great technological invention, we are 
told without mention of Lee ‘“‘ it was made, towards the end of 
Elizabeth’s reign, not by a mere artificer but by a Cambridge 
graduate.” Surely for the Home Student one should say rather 
that it was invented c. 1589 by William Lee, a member of Christ’s 
College, Cambridge; and if space permits of local colour one 
might add “ whose portrait with the frame in his hand is in the 
oriole of the college hall close to Leland of the Itinerary.”’ Foot- 
note references are not permitted, but when we are told “a well- 
informed book in this very year 1662 said that no paper was 
made in England ”’ we should, I think, be given either the book or 
the authority for this surprising statement.1 Again, is there point 
in mentioning the obscure name of William Blackett of Tyneside 
without saying who he was, or the island of Run without at least 
saying that this is Pulo Run, one of the Banda islands in the East 
Indies, the headquarters of the English merchants in the early 
seventeenth century? In Chapter VIII, “Finance to 1760,” 
Professor Clark writes: “‘ Parliament prescribed the conditions 
on which bankers were to supply the various kinds of paper, bills, 
bank-notes, and so forth, by which metallic currency was supple- 
mented and on which credit was based in home and foreign 
trade.” Of such legislation, other than the acts forbidding the 
issue of small notes, I have never heard and beg, therefore, for 
the chapters and sections of the acts. 

The chapters dealing with rural society, landownership and 
enclosure are exceptionally good. But the references to sub- 

1 Though, admittedly, most if not all of the best writing and printing paper 
was imported from Europe till Huguenot refugees taught us the art of making 


quality paper, there is evidence (pace Thomas Fuller) for the existence of a native 
paper industry in the 1660’s in Middlesex, Bucks and other Home Counties. 
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sistence farming in this and other books lead me to urge that the 
term should not be used without precise definition. For if in 
1500 you made a living by keeping a small sheep farm and selling 
wool, was this subsistence farming? Was the Virginia plantation 
with tobacco as its great cash crop subsistence farming? The 
nearest approach to subsistence farming of which I know was the 
title-deed farming of American and Canadian homesteaders in the 
highly capitalist atmosphere of the late nineteenth century. 

Knowing the author’s expert familiarity with the trade and 
trade policy of seventeenth-century England, I will make no 
suggestions here, other than to say of the Commonwealth Naviga- 
tion Acts that I accept the interpretation of G. L. Beer and J. A. 
Williamson (The Ocean in English History, p. 129) against the 
view of Professor Clark. I miss in the Bibliography a reference 
to L. A. Harper’s The English Navigation Laws, which appears 
to me to place beyond dispute the meaning and efficacy of the 
navigation system. 

All economic historians have enjoyed the kind of thing 
that Professor Clark has said in “ Early Capitalism and Inven- 
tion ” (The Economic History Review, Vol. 6, No. 2), but extreme 
compression has confused the sequence of inventions on pp. 
171-2. Invention 4 seems to have been lost in the Press. Kay’s 
flying-shuttle was previous to and not consequent on Lewis 
Paul’s spinning-machine, which I guess was Invention 4. The 
pottery reference on p. 169 is misleading. One should say rather 
something like this: “‘ By 1750 marked technical progress such 
as the application of glazes to a white body were transforming the 
industry and winning for it a European market, thus preparing 
the way for the greater triumphs of Wedgwood and Spode.” 

Professor Clark has some weighty things to say of population, 
but it is a very difficult topic for the Home Student. There are 
speculations upon the cause of population growth or absence of 
growth, which assume knowledge of controversies conducted by 
specialists, and I would have thought it simpler to say nothing 
about fertility rates and present a table on the lines of A. P. Usher 
of the estimated figures for England and Wales and London at 
different periods, pointing out how very conjectural these figures 
are. 

Professor Clark heads Chapter V, “ Britain after the Price 
Revolution,’ and our difficulty is that he does not conduct the 
argument on the level of Fleetwood’s Chronicon Preciosum or of 
the more fundamental Digression on Silver in the Wealth of 
Nations. As simplified by the author the statements as to reasons 
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for and consequences of changes in the price level are, I think, 
untenable. The account of taxation in Chapter VIII is excellent, 
but the references to joint stock companies and limited liability 
are confusing. Which unincorporated companies secured by 
the trustee device limited liability? (See A. B. Du Bois, The 
English Business Company after the Bubble Act, 1720-1800, 
pp. 223 and 256-7.) Why are we told “it is a powerful and 
dangerous principle”? The Home Student is not given a 
chance here. 

Again, Professor Clark writes about the recoinage of 1696: 
* From that time, partly under the influence of Locke, govern- 
ments accepted the view of the City men that the value of money 
should not be allowed to fluctuate or be deliberately manipulated 
according to the varying economic needs of the community, but 
should be kept constant.”” They attempted no such constancy. 
All that they set their face against was devaluation of the type 
proposed by that very able currency expert William Lowndes. 
Professor Clark goes on: ‘‘ Their way of ensuring this was to keep 
the pound at a fixed value in terms of the precious metals, and-by 
1717 this took the form of putting it on a fixed gold standard.” 
If one is to mention 1717 at all, the least one can say of Newton’s 
contribution is this: “‘ By the slight but deliberate over-valuation 
of gold which with Newton’s approval was retained in the rating 
of the guinea piece, the country in effect adopted the gold standard, 
and henceforward down to the time of the Paper Pound the pound 
sterling and the guinea were interchangeable terms.” And at this 
point Professor Clark as writer should compel Professor Clark as 
editor to allow the indispensable references to Hawtrey, Feavear- 
year and now J. H. Craig. 

Finally, I would ask the writer—Was he happy in saddling 
himself with specific dates such as 1496, 1572, 1662 and 1760? 
To me they give to the Home Student the wrong lead. In these 
years nothing of outstanding economic significance happened. They 
are only convenient labels but they will be just the thing which the 
Home Student will remember and repeat ad nauseam. These and 
other reflections which I might make do not detract from the value 
of this little book. I am quite willing to admit that I could not 
have done better, but I earnestly hope that the writer who takes 
over from Professor Clark will be allowed a selected number of 
footnote references, which will add at least 25% to the value of 
anything he may say. 

C. R. Fay 
Cambridge. 
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Political Economy in the Modern State. By Haroxp A. InnIs. 
(Toronto : The Ryerson Press, 1946. Pp. 270. 21s.) 


THOSE of us who have followed the mental Odyssey of Pro- 
fessor Innis from his maiden History of the C.P.R. through the 
fur trade, cod fishery and mining frontier to the Presidency of the 
Economic History Association in 1943 will recognise old friends 
in much that is presented in this volume of essays and addresses. 
Nevertheless, they are fresh and eminently worth-while because in 
them the author achieves a rare thing. Just as Adam Smith 
sets history and theory in a framework of policy, so Mr. Innis 
theorises economic history and indicates its reaction on policy. 
In the course of it he tells politicians, scientists, big-business and 
Boards of University Governors precisely where they get off, and 
I suspect that they thoroughly enjoyed it. 

The fifteen chapters divide into two main groups, the one 
mainly literary and academic, the other mainly economic. The 
former naturally make easier reading, and the most valuable of 
them, for which I know no substitute elsewhere, is Essay I on the 
“ Newspaper in Economic Development,” which gives us the whole 
story from pulp and paper to the psychology of advertisement and 
takes us through the evolution of the magazine and newspaper 
business on both sides of the Atlantic from the age of Johnson to 
that of Harmsworth and Beaverbrook. “The growth of the 
penny press led to, the adoption of the London system of sale in the 
streets through newsboys.”’ ‘‘ Stereotyping was introduced in 1861 
and plates of whole pages gave the necessary freedom to adver- 
tisers to break the restraints of the single column.” ‘“‘ It was the 
cable which first taught us to condense.”’ ‘“‘ Whereas in England 
and Europe the newspaper grew from the book trade, in the United 
States the book trade followed the newspaper,” and soon. — 

In Chapter II the economist approaches “ English Literature 
in the Nineteenth Century.”” We may think that he gets his 
Thackeray wrong (p. 42) and is all at sea with Kipling (p. 52), 
but the incidental matter and in particular the influence of 
taxation on newsprint are of value. Then Professor Innis pro- 
ceeds to topics of current interest : rehabilitation, the university 
tradition, the university in the modern crisis; and many excellent 
things are said: “it would be a delusion, and a mischievous 
delusion, to suppose that evening lectures, however excellent and 
however much supplemented by self-education, can be the same 
thing as the student-leisure of many years, duly prepared for by a 
still longer period of regular school training.” In Chapter VI, 
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“The Economic Significance of Cultural Factors,’ we approach 
something like general economic history, the influence of geo- 
graphy, the significance of religion to economic civilisation, 
Marxism and the debt of the modern world to classical Greece, 
Chapter VII continues in the same strain and we are given long 
extracts from Mark Pattison. Mr. Innis is thinking always of the 
struggle for civil and religious liberty, “‘ Robert Burns gave a fatal 
blow to ecclesiasticism in Scotland.”” John Morley and Jacob 
Burckhardt (“‘ Force and Freedom ’’) are culled. The universities 
are severely rapped. “ A highly respected university in Canada 
has the distinction of giving the same honorary degree twice to the 
same premier of a province. Another university refused a degree 
to the premier of a province presumably for political reasons. 
The effects of the tyranny of opinion have been evident in the 
commercialisation of universities. One might cite the neglect of 
and interest in Russia and the Orient and the unseemly haste to 
repair the damage and the tenuous position of labour in university 
curricula ”’ (p. 123). 

Part III is built upon three main topics—the penetrative 
powers of the price system, liquidity preference as a factor in 
industrial development, unused capacity and its political implica- 
tions. The liquidity preference essay, in effect a history of the 
gold rushes, is a notable contribution to imperial history. 
Chapter XII on imperfect regional competition rather misses its 
target: economic and political comment are ranged side by 
side with something which, at times, comes over-close to economic 
determinism. In the following chapter, however—‘‘ Decentralisa- 
tion and Democracy ’’—this flaw, intentionally perhaps, is 
repaired. The volume closes with two brief articles on trans- 
portation and the tariff and Russia, from which last I take this 
happy quotation: ‘‘ The trouble is you never can be sure that 
these Russians will let you down.” 

From this summary it will be apparent that Professor Innis 
exercises in the same field as Adam Smith’s Book V, though I will 
not accuse him with his hook-up words and strings of substantives 
of rivalling the Master’s style. But he like Adam Smith is first 
and last an unrepentant Liberal. He quotes from Acton’s 
History of Freedom : 


“When Christ said ‘ Render unto Cesar the things that 
are Cesar’s, and unto God the things that are God’s ’ those 
words gave . . . to the civil power, under the protection of 
conscience, a sacredness it had never enjoyed, and bounds it 
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had never acknowledged; and they were the repudiation of 
absolutism and the inauguration of freedom. For our Lord not 
only delivered the precept but created the force to execute it.” 


But I, too, can quote Galt to my purpose : 


“The tea was going like the chaff, the brandy like well- 
water; and the wastrie of all things was terrible. There was 
nothing minded but the riding of cadgers by day and excise- 
men by night, and battles between the smugglers and the 
king’s men, by both sea and land. There was a continual 
drunkenness and debauchery; and our Session, that was but 
on the lip of this whirlpool of iniquity, had an awful time o’t. 
I did all that was in the power of nature to keep my people 
from the contagion : I preached sixteen times from the text, 
“Render to Cesar the things that are Cesar’s’; I visited 
and I exhorted; I warned and I prophesied. . . . But, for 
all I could do, the evil got in among us. . . .” 


This poses the problem of freedom squarely. Shall we ascend 
with Lord Acton into a Catholic Heaven, or follow Dirk Hatteraick 
into the jollities of Hell? “‘Tausand deyvils, fluch and blitzen.” 
“There they go; there go the free traders.” 

Adam Smith, Robert Burns, Walter Scott and John Galt, did 
ever a small country in little more than a single generation produce 
such an immortal four ? C. R. Fay 


Cambridge. 


The Bogey of Economic Maturity. By Grorce TERBORGH. 
(Chicago: Machinery and Allied Products Institute, 1945. 
Pp. xvili + 263. $3.00.) ; 


Economic Stagnation or Progress. By E. W. Swanson and E. P. 
Scumipt. (New York and London: McGraw-Hill, 1946. 
Pp. 212. 15s.) 


Ir there is reason to deplore the opposition to a full employment 
policy in the U.S.A. there is also reason to regret that the Keynesian 
protagonists of such a policy have laid so much stress on the 
dubious theory of economic maturity. Before the T.N.E.C. and 
in a large number of books and articles, Professor Hansen and 
his disciples have borne earnest testimony to their belief that 
the “ Day of Judgment” is at hand and, as a result, Keynes’ 
theory has become too much identified in the American mind with 
what may be described as Keynesian historicism. Thus, much 
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effort, which might have been used to prepare detailed plans to 
prevent the next slump, has been dissipated in controversy about 
developments which no one can foresee. The Hansen school 
would have done well to recall Keynes’ earlier essay in historicism, 
in Chapter II of The Economic Consequences of the Peace, where 
he predicted that the bourgeosie, by failing to save enough, 
would cease to perform the function which had previously justi- 
fied its privileged position. Both predictions were interesting and 
provocative when they were made, but neither need have been 
taken too seriously and neither, of course, detracts from the great 
core of wisdom in his work. 

The last remark would scarcely have been worth making were 
it not that so many conservative American economists are still 
engaged in cursing Keynesian thought by bell and by book. Messrs. 
Swanson and Schmidt almost fall into this category. Their book 
consists largely of long and often illuminating extracts from the 
writings of other American economists, but their own comments 
usually amount to somewhat rhetorical denunciations of the 
defects of Keynes’ analysis. In the end they admit that his 
contribution was not negligible and are even prepared to concede 
that budget deficits may be useful at times. 

Dr. Terborgh’s well-written volume is on a different plane. He 
is specifically concerned with the stagnation theory and confronts 
it with a number of facts, many of which are of general interest to 
the student of economic development apart altogether from their 
relevance to this particular controversy. 

The stagnationists lay great stress on the effects of a declining 
rate of growth of population and the disappearance of the 
frontier. As Dr. Terborgh argues, it would be a little surprising 
if such long-term factors had really operated with sudden severity 
in the ’thirties. The rate of growth of population had gradually 
declined after the ’eighteen-fifties to half its old rate in the 
relatively prosperous *twenties. The frontier had disappeared 
half a century before the great depression, nor can it be held that 
it left an “ afterglow ”’ i. the sense that investment per head was 
greater in the new States than in the old. These arguments 
certainly weaken the confident claims of the Hansen school, 
although it may be remarked that Dr. Terborgh ignores the 
preliminary indications of stagnation in the ‘twenties. There 
were four million unemployed even in 1923 and about four and 
a half million (say 9%) in 1929. Nor is he quite fair to the 
“* frontier” theory in that he pays too little regard to the effect 
of development in the West on investment demand in the East. 
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Professor Hansen believes that the decline in widening due to 
the above factors has been accompanied by a cessation of 
deepening. The interesting statistics presented by Dr. Terborgh 
do not support this view. He also attacks at some length the 
claim that in a mature economy the increase in replacement as a 
proportion of total investment will be depressing. First, this can 
only be an aggravating consequence, not a cause, of “ maturity.” 
Secondly, this somewhat nebulous theory represents, I think, an 
illicit application of a cyclical hypothesis to the longer period. 
During the later phases of an upswing, depreciation allowances 
may exceed current replacement because much of the capital 
stock is new, but what has this to do with the trend? Dr. 
Terborgh does not make this point, but he argues, in a chapter 
which cannot be discussed here, that economic maturity should 
increase the need for replacement more than the increase in funds 
accumulated for this purpose and that the greater scope for 
replacement would offset in part the effects of a decline in other 
forms of investment. He also disposes of the notion, so prevalent 
at the T.N.E.C. hearings, that business could finance its needs 
before the war without calling on personal savings. 

Whether or not American business-men have paid more 
attention to technical progress than British business-men, it is 
certainly true that American economists have been far more 
aware of its importance during the trade cycle than their British 
colleagues. It is therefore natural that Professor Hansen should 
point to the evil consequences which might follow from a dearth of 
great new industries, although he admits that such a dearth is only 
a possibility. Without questioning the importance of technical 
innovations, Dr. Terborgh emphasises that they are in fact very 
much diffused over the economy as a whole. The statistics, such 
as they are, suggest that capital formation in the railway, electrical 
and automobile industries taken together amounted to only be- 
tween a tenth and a fifth of total investment between 1870 and 
1930. As he points out, it is fortunate for stability that the econ- 
omy is not so dependent on a few great industries and it is also 
encouraging to reflect that, since innovations are so diffused, there 
is less need for alarm if there are no new giants in sight. Perhaps 
he pays too little regard to the indirect investment caused by, 
say, the motor car, but it is well to have this corrective to the 
theories of Professors Hansen and Schumpeter. 

All these points are of interest, but more fundamental is the 
discussion of the relationship between income, savirigs and 
investment. Keynesian theory assumes that the propensity to 
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consume is in the short period mainly a function of real income. 
From this there has been some tendency to conclude that the rise 
in real income over the longer period will tend to throw up an 
embarrassingly large volume of savings. A glance at the 
statistics indicates that these fears are exaggerated, for the 
proportion of income saved has gone down over the trend. In 
part this may be explained by saying that, given time, people will 
adjust their consumption habits, but is there not more to it than 
this? Over the twenties, for example, the propensity to consume 
reflected cyclical movements, but if any two prosperous years are 
compared there is little correlation between thriftiness and real 
income even when the time interval was short. It would appear 
that when the economy is recovering from a period of depression 
the Keynesian development occurs, but once it is on an even keel 
the propensity to consume may remain stable or may even decline 
although real income may rise with increasing population and 
productivity. Some explanation may be found in the behaviour 
of profits which are such an important source of savings. Profits 
tend to become a larger proportion of income during a revival 
but there is no reason to anticipate such a development over a 
period of steady progress, nor may it occur as between one cycle 
and another. Has there not been some tendency to ignore the 
effect of such changes in income distribution in estimating the 
marginal propensity to consume? Even personal savings may 
be influenced by cyclical factors, such as the level of employment 
and the sense of security, and here, too, the correlation with real 
income may lead to mistaken results. 

These suggestions may be of some importance for employment 
policy. If statisticians had made calculations of the now customary 
type in 1924 they would no doubt have been inclined to argue that, 
in the light of what happened to the propensity to consume during 
the post-war recovery, an income of 81 billion dollars in 1928 
would require a volume of investment appreciably above the 1923 
level. In this, of course, they would have been wrong. Is it not, 
then, a mistake to continue to use a multiplier which is heavily 
biased by other cyclical developments in considering the effects 
on thrift of increased real income? At all events the U.S. 
Administration seriously under-estimated the propensity to 
consume in 1946, when in fact it proved to be as great as in 1935. 
In part this may have been due to special and transitory circum- 
stances, although it is worth noting that it was expenditure 
on non-durable goods which vastly exceeded expectations. 
(Expenditure on durables was limited by supply.) Whether 
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accidentally or not, the Administration would have made a better 
guess if it had based its calculations on developments between 
good years in the ’twenties. 

Dr. Terbogh contents himself with pointing to the hazards of 
any such calculation, but this amounts to evading the issue. 
Some estimates will ultimately be necessary if a full employment 
policy is to be implemented at all, even if it is a little early to make 
them with much confidence. 

Next we may turn to the connection between savings and 
investment. In the short period, the ex ante link is very weak at 
a given level of income, but it may be different in the long period. 
As Dr. Terbogh rightly emphasises, much saving, including 
business saving, amounts in fact to saving up. To suppose that 
blind thrift will continue indefinitely with no regard to the scope 
for subsequent expenditure is surely unreasonable. ° 

Nothing which has been said excludes the possibility of secular 
stagnation, as Dr. Terborgh admits. In particular, he agrees that 
the falling rate of growth of population will have an adverse effect 
on widening although he goes on to emphasise the much-neglected 
fact that it is also likely to be accompanied by increased dis-saving 
as the old become a larger fraction of the population—apart from 
the possibility, apparently present in the past, of other offsetting 
tendencies. At any rate, it is clear that stagnation is no more 
certain than progress and there can be little excuse for the 
tendency to extrapolate indefinitely the experience of the ’thirties. 
As for the immediate future, the gloomy estimates of an impossibly 
large volume of savings seem likely to be falsified—a bitter 
conclusion for those who based their opposition to the Bretton 
Woods agreements on such soothsaying. 

Finally, the prevention of stagnation, should such tendencies 
develop, ought to be much easier from the technical point of 
view than the prevention of crises. Even from the political 
point of view, the difficulties are often exaggerated. If the next 
cyclical decline can be prevented is it likely that the electorate will 
countenance the abandonment of a full employment policy because 
it is discovered in the end that there is a secular weakness which 
may require the prolongation of unorthodox finance? The Ameri- 
can Keynesians would surely be better advised to confine their atten- 
tion to the short period. Their emphasis of the theory of stagnation 
is not only dubious economics, it is deplorable strategy as well. 

‘ T. WILSON 
University College, 
Oxford. 
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California Business Cycles. By Frank L. KipNer. (Berkeley 
and Los Angeles: University of California Press, 1946. 
Pp. 131. $2.50.) 


“Tr is tempting,” writes Dr. A. F. Burns in a recent 
pamphlet, “ for statistical investigators, as it is for speculative 
writers, to analyse business cycles on the basis of comprehensive 
aggregates. But although broad index-numbers or aggregates 
give useful summaries, they tell us nothing of the processes 
by which they are fashioned.” In the elaborate studies of the 
National Bureau of Economic Research many of the aggregates 
have now been broken up and there is a good deal of information 
available about the fortunes of different American industries over 
the cycles. Oddly enough, however, there has been surprisingly 
little examination of American regional problems from this point 
of view. No doubt it is a little rash of a British reviewer to 
make a remark of this kind when so much may easily have 
escaped his notice, but Professor Kidner’s introductory comments 
tend to confirm this impression. His own work is, therefore, 
all the more welcome. 

He begins by surveying the rapid development of Cali- 
fornia. In a remarkably short time, what had been in the 
main an agricultural and mining area became a fairly diversi- 
fied economy. It is against this background that he sets out to 
investigate the cyclical movements over the inter-war years. 

The statistics of income payments and man-power indicate 
that the California structure of production was much more similar 
to that of the country as a whole during this period than one 
might have suspected on general grounds. Nevertheless, Cali- 
fornia had specialised, of course, in the production of foodstuffs, 
and the trade and service industries were relatively large. These 
facts, together with the small size of the producers’ goods indus- 
tries, would lead one to expect rather greater stability than was 
enjoyed elsewhere. In fact, however, the cyclical movements 
were very similar to those in the economy as a whole. The simi- 
larity was greatest during the Great Depression, and least during 
the prosperous ’twenties, while the post-war boom and slump 
are in an intermediate position. Indeed, the monthly series 
available indicate that the amplitude of the cycles was slightly 
greater in California. This is a little surprising and Professor 
Kidner does not go very far towards providing an explanation. 
Even without joining the ranks of ‘“‘ the speculative writers,” he 
might have made the picture a little clearer, with regard to 
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employment and value added by manufacturing, by indicating 
how far the result might have been deduced from the nation-wide 
fluctuations in each industry and the weighting of each industry 
in the California economy. The reader could, I think, do this 
for himself from the tables in the book, but it is surely a task for 
the author. Professor Kidner does, indeed, show that the same 
industry did not always behave in the same way in both Cali- 
fornia and the U.S.A., but the facts are not woven into a close 
argument. 

The data also show that the main differences, such as they 
were, occurred during the periods of expansion when California 
recovered more quickly and completely than the U.S.A. On the 
other hand, in periods of contraction, both suffered to much the 
same extent. Professor Kidner attributes the more rapid Cali- 
fornia recoveries to trend developments, but, however this may 
be, the similarity of behaviour during the downswings remains 
mysterious. It must be conceded, of course, that questions of 
this type are extraordinarily difficult to answer, and if the 
theoretical economist is inclined to regard Professor Kidner’s 
suggestions as a trifle vague, he will do well to recall that his 
own problems are, in essence, much less complex. 

Professor Kidner employs the National Bureau’s techniques 
for measuring business cycles and throughout he handles the 
statistics adroitly. Indeed, there is much interesting material in 
his book, apart from that which relates specifically to California. 
To turn, however, to criticism, his book might have been improved 
if it had been expanded a little to include some comparisons 
between California and some other States. No doubt the U.S.A. 
is the obvious “ bench-mark,”’ but it was probably a mistake to 
confine himself to only one. At least in the case of income pay- 
ments some other figures might have been quoted. It would also 
be interesting to learn something about the flow of trade between 
California and the rest of the country over the cycles studied. If 
adequate statistics are unobtainable, this should at least have 
been listed as one of the major unknowns. 

Professor Kidner’s book must be regarded as a statistical 
monograph, which, however competent, needs to be supplemented 
by a good deal of general economic history if the period is to be 
understood. A great deal is left out—for example, there is no 
discussion of public finance. Above all, one feels that his work, 
like so many of the publications of the National Bureau itself, 
has been somewhat stultified because he did not think out more 


carefully beforehand the questions he wished to ask. How 
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much longer will it be before the American “ empiricists ” begin 
to draw important conclusions from their monumental findings 
and at what indefinitely remote period will they venture to talk 
about policy? Without any question, there is a serious mal- 
distribution of effort in the field of American economic research 
which tends to dim one’s admiration for even such high-grade 
statistical work as that which has been carried out by Professor 
Kidner. 
T. WiLson 
University College, 
Oxford. 


Inleiding tot het Bevolkingsvraagstuk. By A. M. Der Jona. 
(The Hague: Martinus Nijhoff, 1946. Pp. xii + 224. 
Gld. 7.80.) 


Even if this book may not contain much that is new to the 
reader who is moderately familiar with recent literature dealing 
with the problem of population, it is nevertheless a most admirable 
publication and most competently fulfils its purpose of being an 
“introduction ” to the population question. It is presumably 
designed for the general reader; but in case such a description 
may appear to convey a slightly disparaging note, let us add that 
it is designed for the quite intelligent and curious reader who is 
willing to be interested. 

Mr. de Jong’s book falls into two main sections, with an 
additional chapter on a third phase of the population problem. 
Together his ten chapters “ cover the ground,” in that blessed 
phrase used of text-books, and when he has assimilated all that 
Mr. de Jong has to tell him, the intelligent general reader will find 
himself markedly well-equipped so far as concerns a general 
outline of all the issues involved. The first six chapters deal with 
population theory since the time of Malthus. The opening 
chapter on Malthus is sensible and well-balanced. Thereafter we 
are introduced to the critics of Malthus up to 1890. These 
writers, in Mr. de Jong’s classification, fall into two groups. 
There is, firstly, the physiological group (e.g. Carey and Spencer) 
who deny that the reproductive power is constant, and who find 
an escape from the Malthusian dilemma in the theory that man’s 
reproductive powers diminish as he develops in other directions. 
Secondly, there are those writers who rely on what is here rather 
awkwardly called “‘ psycho-social” theories. These (and names 
like Alison and Arséne Dumont may be cited) hold that it is not so 
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much the power but the will to procreate that will decline and save 
the situation, under the influence of Dumont’s “ social capillarity.”’ 
This, but for the peculiarly restricted meaning that Malthus gives 
to the phrase, is clearly closely akin to ‘‘ moral restraint.’”’ Mr. de 
Jong makes the interesting point that these earlier critics of 
Malthus were not economists by profession, if we except Carey 
(who was perhaps doubtfully an economist). On the other hand 
the economists of the nineteenth century (Ricardo, Mill, Sidgwick, 
Marshall in this country, with corresponding names abroad) 
remained loyal to Malthus; but Mr. de Jong’s thesis is that they 
subtly changed the content of Malthusian doctrine by introducing 
the idea of a “ standard of life,’ which is alien to Malthus’s 
original “‘ cold-bloodedness.”’ Indeed, having introduced the idea 
of a standard of life, speculation on population problems was 
inevitably impelled to contemplate the possibility of the limitation 
of children in marriage. On this aspect of the question, Malthus, 
as is reasonably well-known, retained the innocent mind of a 
child: “‘ When a man marries he cannot tell what number of 
children he shall have.” The third phase in the development of 
Nineteenth Century Malthusianism in the orthodox school leads 
to what Oppenheimer called ‘ prophetic Malthusianism,’—the 
view that the Malthusian doctrines were ultimately entirely right, 
but that the time was not yet. 

Mr. de Jong’s further historical account brings him to the 
critics of the Malthusian theory round about the beginning of the 
century, among whom, for us, Cannan stands out pre-eminently. 
Indeed the outstanding feature here is the part played by 
Wicksell and Cannan in preparing the way for a theory of 
“optimum population.” In a concluding chapter, summarising 
his historical section, Mr. de Jong turns aside to consider the 
whole question of the optimum, and what tests there are, if any, 
for over-population. Doubtless he does not take the reader on 
to very firm ground; perhaps in this matter there is no firm 
ground available. 

The remainder of Mr. de Jong’s book may be considered more 
briefly. He devotes three chapters more or less to statistical 
matters, to the development of population since 1800, to the 
familiar problems of measuring population tendencies, the “ net 
reproductive rate,”’ with the usual prognostications regarding the 
future, on various assumptions. This is now a fairly well-trodden 
path, but Mr. de Jong treads it with confidence and grace. In a 
book written in Holland, it is natural that Dutch figures should 
appear with some prominence here. Even so, perhaps they do 















364 THE ECONOMIO JOURNAL [SEPT. 


not appear with sufficient prominence! Mr. de Jong does not 
really succeed in explaining why Holland should be almost unique, 
in that, almost alone in Western Europe, she has so far had no 
occasion to worry about her future population. 

The last chapter discusses with commendable brevity the 
economics of a declining population. Perhaps Mr. de Jong is 
inclined to accept too readily the view that a diminished popula- 
tion will have the effect of increasing the average real income per 
head of the population. No doubt he says “to begin with”; 
and no doubt it depends on how long time is allowed and how 
extensive is the decline of population. Doubtless if we could 
effect a satisfactory reduction in the population, those of us who 
are left would all own more houses and factories and brewery 
shares. But the ownership of houses which no one wishes to rent, 
of factories which cannot get labour, of brewery shares in a world 
where beer-drinkers are not what they were, need not be the pass- 
port to wealth. The truth is that in speculations regarding the 
effects of a declining population, we can in most cases do little 
more than indicate opposing forces. If asked which will prove 
the stronger, the wise man can in many cases merely answer that 
“ Time will schaw.” 

In welcoming this excellent and workmanlike book, it is perhaps 
permissible to-express regret that Mr. de Jong did not write it in 
English. 

ALEXANDER GRAY 

Edinburgh. 


Geschichte der Volkswirtschaftslehre. By EpGar Sain. (Berne: 
A. Francke, 1944. Pp. 224.) 


Tuts history of economic doctrine is the third enlarged edition 
of a book first published in 1923, and widely used in German 
Universities. The author is Professor in the University of Basle, 
but the book is written entirely from the angle of a German 
scholar. It is this wholly different and unfamiliar angle which 
makes its study interesting and salutary to English-speaking 
readers. There are detailed discussions of the views and methods 
of such economists as List, Schmoller and Sombart, while Marshall 
and Keynes receive bare incidental references. The approach is 
also very German in that interest in methodology heavily pre- 
dominates over interest in the concrete results achieved by the 
economic thinkers discussed. 
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This is not an “objective” or purely descriptive history. 
The author’s own views are well to the fore all the time. His 
views may be described as anti-mechanist, anti-rational, anti- 
deductive, anti-positivist and nationalist ; none of these adjectives 
is used in any disparaging sense. In short, he wants a Political 
Economy rather than Pure Economics. His own ideal he defines 
as “ anschauliche Theorie,’ for which term he himself suggests the 
English translation of “ essential [= intrinsic] theory ” (p. 212). 
His meaning might, however, be rendered better by the term 
* all-round sociological theory.” 

Such histories in which the author’s own views are allowed to 
intrude strongly are subject to two dangers. The first is that the 
author’s views are implied rather than clearly stated, so that the 
reader is handicapped in making proper allowance. The second is 
that of “ magnification” of all economists who come near the 
author’s own approach, and a belittlement of all those who are 
felt to be in the other camp. Both these dangers are successfully 
avoided in this book, the first one by a twenty-page appendix 
containing the author’s own views on methodology of economic 
research. On the second point, one feels that the author is 
“leaning over backwards ”’ in doing justice to the thinkers in the 
other camp (Ricardo, for example) and to stress the weaknesses 
of those whose method he thinks hopeful (List, Schmoller, Sombart 
may again serve as examples). 

This is clearly shown in Professor Salin’s verdict on the 
Methodenstreit (the sinister and paralysing influence of which on 
the development of economic thinking in Germany is rightly 
stressed). This verdict is that on the arguments produced Menger 
carried the day against Schmoller, but that all the same Schmoller 
was essentially right and Menger essentially wrong. 

There are inevitable exceptions to the statement that justice 
is done even to the schools of thought foreign to the author’s own. 
The description of the Manchester anti-Corn Law League as a 
“madhouse of faith-maniac enlightenment ” is neither just nor 
adequate comment. 

The book is characterised by a stress on the prehistory of 
economic thought. Almost half the pages of the main text are 
gone before Adam Smith is reached. Athens and Rome are given 
more space than the classical school from Smith to Mill. 

There is a rather curious misunderstanding in the footnote to 
p. 94 where the fact that economists up to and including Pigou 
are “ frequently ”’ referred to as the classical school is quoted as 
evidence of “ English traditionalism.” In fact, of course, it was 
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Keynes who lumped together the post-Mill economists with the 
classical economist, against violent protest, and for reasons 
utterly opposed to “traditionalism ”—to indicate the break 
between the “ classics ’’ and his own views ! 
H. W. SIncer 
Lake Success, 
New York. 


Materialien zur Soziologie der Familie. By R. Korntca. (Berne: 
A. Francke, 1946. Pp.179. Sw. fr.12.) 


Das Arbeitsethos des deutschen Protestantismus. By K. VoNTOBEL. 
(Berne: A. Francke, 1946. Pp. 162. Sw. fr. 12.) 


Dr. KoEnia’s book consists of a number of essays most of which 
have been previously published in Swiss journals and official docu- 
ments. The author worked as an expert consultant to the Swiss 
Government in the preparation of measures of official population 
policy. The chapters of most interest to economists will be those 
on the family in the U.S.S.R. and on “rational family policy 
in a democratic country.” The latter is, in effect, a review 
article on Alva Myrdal’s Nation and the Family. 

Of special interest is the statement—based on Swedish, Dutch 
and German data—that the fertility differential between income 
groups is only a transitional phenomenon which already shows 
signs of disappearing, or even of being converted into a positive 
correlation between income levels and birth-rate. Will the 
Malthusian theory be vindicated, at least in this partial sense ? 
Such a positive correlation would make a contribution towards 
greater equality of living standards. It will be interesting to 
see whether the Royal Commission on Population will confirm 
these findings. 

The British family allowance scheme does not appear to have 
come within the purview of Dr. Koenig’s research. This is a 
pity, for the comments of such a shrewd and detached social 
analyst would have been valuable. 

This book is the first volume in a new sociological series of 
which Dr. Koenig is himself the editor. The other book, by 
Dr. Vontobel, is the second volume in the same series. Her 
subject is the attitude to work of German Protestant thought 
from the days of the reformation to the days of enlightenment, 
up to the beginning of the “ industrial revolution.” 

Her exhaustive and richly documented study makes one realise 
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the immense complexity of the forces so summarily defined by 
economists as the “ disutility of labour.” The author stresses 
the differences between Puritanism and German Protestantism. 
The doctrine that the accumulation of money is a form of divine 
service has never entered German Protestant thought—this 
difference is traced less to the divergencies in the teaching of 
Luther and Calvin, as has been dene by Max Weber, than to the 
different history of the two countries. Both countries, however, 
have gone through the same process of a “ secularisation ” of 
thought on the ethics of work. It is interesting to find that one 
of the main motives for work stressed by the author is a “ fear 
of leisure.” 

This book is, of course, in the same field as Prof. Tawney’s 
Religion and the Rise of Capitalism. Further evidence of Swiss 
interest in this field is the fact that a German translation of 
Prof. Tawney’s book has recently been published in Switzerland 
by the same publishers. 

H. W. SIncER 
Lake Success, 
U.S.A. 


Die Schweiz als Kleinstaat in der Weltwirtschaft. Edited by 
ScHWEIzZERISCHES INSTITUT FUER AUSSENWIRTSCHAFTS/UND 
MARKTFORSCHUNG AN DER MHANDELSHOCHSCHULE. (St. 
Gallen: Fehr’sche Buchhandlung, 1945. Pp. xvi + 362. 
Sw. fr. 15 unbound; 18 bound.) 


Tue Commercial University of St. Gallen is to be congratulated 
on arranging for the publication of a volume of such high standing. 
The twenty-one contributors represent leading Swiss economists 
and industrial experts, and between them they have produced © 
a complete economic handbook of Switzerland. As explained in 
the preface, this volume has been partly inspired by a desire to 
refute a sceptical view on small countries spread by “ influential 
Anglo-Saxon writers.” For this reason, an English edition is 
planned (and should be highly welcome). One feels, however, 
that this purpose is unnecessarily defensive. As against Prof. 
Carr’s views, many writers to the contrary could be quoted, and 
the prevailing trend is to extol the small country rather than run 
it down. With this intention in mind, the stress is on what is 
different in Switzerland and the approach is largely historical. 
If anybody still needed convincing that Switzerland has, on the 
whole, always acted as a good member of the world community 
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and has developed a pattern of industrialisation which is a credit 
to its inhabitants and a worthy object of study to the world, 
this book should do it. 

There are four sections, apart from a general background sec- 
tion. The first treats of “ Switzerland in the World Economy,” 
the second of Swiss commercial policy, the third of capital equip- 
ment and industrial organisation (with individual sections on the 
major industries), the last of the “ results ”—standards of living, 
location of industry and population, development of social insur- 
ance schemes. All the articles are in German, with the exception 
of the article by Prof. Rappard which sets the keynote for the 
first section; this is in French. 

If two articles are picked out in this review as being of special 
interest, this does in no way mean that there are not a number 
of first-class contributions among the others. But the reviewer 
hopes not to appear unduly idiosyncratic if he draws attention 
to the remarks by Dr. Boehi on Swiss employment policy, and 
to Prof. Rappard’s contribution. The first makes one under- 
stand how much, in a small country like Switzerland, employment 
policy is, in fact, commercial policy. The depression of the 
thirties is treated as entirely imported from abroad, and the 
author makes an interesting—if not fully convincing—case in 
favour of the actual policy of postponing devaluation of the 
Swiss franc until 1936. Future plans in the event of a depression 
include a cautious policy of foreign investment; a programme 
(well prepared in detail) of public works, with special stress on 
motor roads which will at the same time help the major Swiss 
export industry of catering for foreign tourists; and in the last 
resort to prevent a deterioration of standards of living—if exports 
, cannot be increased even through foreign investment—by drawing 
freely on the accumulated foreign assets. 

Prof. Rappard stresses the fact that Great Britain is the only 
one among Switzerland‘s main trading partners with which the 
Swiss balance of trade in commodities was more often favourable 
than otherwise. He gives the impression that Switzerland is 
burning to shake off a bilateralism and restrictionism entirely 
alien to its traditions and interests. One would like to know 
whether Prof. Rappard speaks there for all Swiss economists, or 
whether he is an extreme liberal in his own country. 


H. W. SIncer 


Lake Success, 
U.S.A. 




















1947] WYTHE : INDUSTRY IN LATIN AMERICA 369 


Industry in Latin America. By Grorcr Wytue. (New York: 
Columbia University Press, 1945. Pp. 369. $4.00.) 


Industrialisation of Latin America. Edited by Luoyp J. Hue- 
LETT. (McGraw-Hill, 1946. Pp. 508. $5.00 (25s.).) 


THESE two books are complementary. The former is at a 
higher academic level and has the advantage of being written by a 
single and very competent scholar. The latter is a symposium 
and has the advantage of good maps and photographs and also, 
on occasion, of expert contributions on particular industries. 

The economic changes in progress in Latin America are of such 
magnitude as to deserve the term “A Third Industrial Revolu- 
tion.” Or putting it from the political angle, we may say that a 
Newer World has been called into existence by the New World to 
redress the muddles of the Old. Canning would have read both 
books with greedy interest and wept to read them. For it is a 
story of the emergence of the United States to a position of (if the 
term may be allowed) “‘ near-Empire ”’ in the western hemisphere. 
The old pre-eminence of Great Britain, resting on textile and 
railways, has gone. The new pre-eminence of the United States, 
resting on twentieth century technology, shows signs of an 
expansion which will set the course of the Americas for many years 
to come. 

An English reader notes two omissions. First of all, any 
serious reference to Canada, which is barely indexed in either 
volume, although, in fact, Canadian contacts are very important, 
and in the sphere of banking, led the way. The second deliberate 
omission arises from the definition of industry to include, for 
example, sugar, and exclude, for example, coffee, in which last 
English economists are exceptionally interested owing to the 
drastic nature of Brazil’s coffee valorisation scheme. 

Mr. Wythe has a number of general chapters, which, however, 
have little difficult thought in them, ‘‘ Problems of Raw Material, 
etc.,” ‘ Capital and the Spirit of Enterprise,” “The Limitations 
of the Market.’ But there is one strong general chapter on 
“ Government and Industry,” which sets out the very remarkable 
degree of State Socialism upon which certain of the Latin Republics 
areembarked. Part II consists of a study by countries or regions, 
and the detail is admirably organised. 

In Industrialisation of Latin America the same general plan 
is followed, with greater relative emphasis on specialities, and I 
learnt much of a fascinating order on the fishing industry, the 
various mining industries, the pharmaceutical industry, petroleum 
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and sugar. The weak sections are those which could lave been 
handled with effect by Canadians, namely, on electric power and 
on pulp, paper and lumber. The final section on transportation 
is very poor, largely, I suspect, because this is Britain’s contribu- 
tion, and the object of the book, incidentally, is to soft-pedal 
British accomplishment. Its underlying philosophy is crude 
enough. We are assured that America, like Lincoln, is dedicated 
to liberty, and that any solution other than individualism is un- 
American, unethical, etc. If the contributors to this second 
volume study the balanced arguments of Mr. Wythe, they will 
learn much. 

English students should read these books and wake up to the 
chance that Britain still has, if properly aligned with Canada, of 
regaining (for it is a question of regaining) a significant place in 
Latin-American economy. Neither of these books has more than 
a passing reference to the great Imperial story of bauxite, from 
Mackenzie City in British Guiana to Arvida in Northern Quebec, 
where there is an aluminium plant beside which the greatest 
American enterprise pales into insignificance. T.V.A. is a slogan 
to-day. In social significance, however, it does not begin to 
compare with Ontario’s Hydro. 

It is needless to say that the Good Neighbour policy of America 
is genuine. Even if one pokes a little fun at their horror of the 
word “ colonial,” one must grant that their purpose is to help 
Latin America to be politically peaceful and economically mature. 
C. R. Fay 


Cambridge. 


Newfoundland. Economic, Diplomatic and Strategic Studies. 
Edited by R. A. MacKay. (Oxford University Press, and 
Geoffrey Cumberlege. - Published under the auspices of the 
Royal Institute of International Affairs. 1946. Pp. xiv + 
577. 30s.) 

In common with many another war-time Civil Servant, the 
reviewer first raised the coasts of Newfoundland early one fine 
summer morning, twelve hours out from Shannon. Since then he 
has had ample opportunity of inspecting that forbidding interior 
of barren hills, scrub forests, marshes, lakes and rivers from the 
reassuring height of 5,000 feet or more. Geologically, Newfound- 
land is a sunken extension of the Appalachian range. Here the 
valleys, which further south supported the plantations of Virginia 
and the Carolinas, have been drowned and only mountain-tops 
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remain above the sea, denuded of top soil and left infertile by the 
glaciers of the Ice Age. The colonists on the American mainland 
had access to an opulent interior and their settlements are now 
States of the Union or provinces of the scarcely less wealthy 
Dominion of Canada. The West Country folk who fished the 
shores of Newfoundland were less fortunate. Separated from 
their two great neighbours by diversity of commercial interest and 
direction of political development as much as by geography, 
they have so far elected, though at great expense in terms of real 
wealth, to remain independent—an insularity which may prove 
too costly to be maintained. 

For two centuries and more Newfoundland subsisted on and 
for the export of fish—that dried cod with which some of us have 
become familiar during two wars. Paper and pulp from the 
forests and the mining of ore—iron, copper, lead and zinc—have 
been developed since 1920 and by 1939 the export of both com- 
modities, by value at least, came to exceed that of fish. The 
reserves of these products, however, are not susceptible of great 
expansion and it appears that the exploitation of the fishery 
“about which, other than cod, surprisingly little is known” is 
still the Newfoundlanders’ principal resource. There is no doubt 
a great and unsatisfied demand for animal food in the world to-day. 
But dried cod, although cheap and rich in protein, is not an 
appetising dish. There are a number of more palatable sub- 
stitutes—the many varieties of canned meat, for example—and the 
world market for exported fish in any case is highly competitive. 

The economic prospects are not bright. The Islanders buy the 
bulk of their supplies abroad for dollars. They sell their exports 
for sterling and the other less sought-after currencies. Their 
wealth, in bad years even their subsistence, depends upon foreign 
markets and the state of international trade. These they cannot 
control and they suffered much from the restrictive import 
policies of sovereign powers in the ’thirties. The heavy expendi- 
ture undertaken by U.S.A. and Canada on defence installations 
and other purposes brought great prosperity during the war, 
probably doubling the National Income, and some Newfound- 
landers have been led to believe that their future is assured by the 
growth of trans-Atlantic air travel. But the advantages to be 
gained from the Island’s position as a gas and service station on 
the North Atlantic flight are heavily discounted by Professor 
MacKay and Dr. Saunders. Newfoundland, they predict, “is 
likely to emerge from the war with an economy not essentially 
different from pre-war years,” and they conclude that “ New- 
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foundland cannot be expected to carry on long without external 
financial assitsance”’ “‘ unless the people . . . are prepared to 
accept far lower standards of public service, and especially of 
social, educational and welfare services, than other English- 
speaking peoples.” 

The Islanders, after a generation or so of independence, were 
constrained in 1934 to accept an appointed Commission of 
Government in return for an undertaking by the Imperial Govern- 
ment (on behalf of the British taxpayer) to meet their accumulated 
deficits. The status of the colony is now to be reviewed at West- 
minster. “ The political future of Newfoundland,” as the Editor 
justly remarks, “ is likely to be governed no less by economic than 
by strategic considerations.” At the moment, a clear lead from 
so well-informed a group of students would have been an in- 
estimable advantage. None, unfortunately, is offered and the 
reviewer cannot but regret the decision to exclude political 
questions such as these from the scope of this enquiry. 

The book begins with an excellent sketch by Professor MacKay 
placing the economic problem in its historical and strategical 
setting. There follow thirteen short chapters concisely describing 
the economy of the Island—industries, population, employment, 
foreign trade, Government, co-operation, the impact of war and 
so on. The remainder of the book (264 pages) is history. This 
part includes a detailed and absorbing account by Professor 
A. M. Fraser of the diplomatic negotiations in which the British 
interest in Newfoundland has involved the Mother Country and the 
colonists with France, U.S.A. and the Dominion of Canada from 
the Treaty of Utrecht in 1713 to the Labrador Settlement in 1927. 
The book concludes with a statistical appendix, a bibliography, 
index, the texts of the U.S. Air Bases and Goose Bay Agreements 
and a bold attempt to assess the National Income. The modestly 
anonymous statistician places the pre-war income on the average 
at $150 per caput, including a valuation in money of income 
received in kind. This figure, reinforced by pre-war estimates 
for the Maritime Provinces of Canada—$191 in Prince Edward 
Island, $225 in New Brunswick and $266 in Nova Scotia—con- 
firms the reviewer’s unhappy impressions, first formed during his 
sojourn in Nova Scotia in 1939, that territories such as New- 
foundland are not and probably cannot be self-supporting on any 
acceptable Western standards. 

The book tends to be somewhat repetitive. It might have 
been shortened with advantage and better maps would have been a 
help, particularly in the historical part. But these are minor 
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criticisms. Professor MacKay and his colleagues have put 
together an interesting, informative and useful collection of studies. 
They are to be congratulated on placing in our hands an admirable 
account of a contemporary problem of Empire. Newfoundland’s 
future must be decided sooner rather than later and the stakes 
involved are the fortunes of a hitherto isolated community of our 
own stock. , 


GILBERT WALKER 
University of Birmingham. 


Colonial Agricultural Production. By Sm Avan Pim. (Oxford 
University Press (The Royal Institute of International 
Affairs), 1946. Pp. ix +190. 10s. 6d.) 


Tue Colonies have reached the cross-roads. New ideas, the 
product of the Pax Britannica with its educational effort, of the 
trade contacts and of a world-wide Press, have penetrated, 
creating desires which must receive satisfaction if progress is to 
be orderly. From the closer, and abnormal contacts made during 
the years of war, the movement has received an impetus, the 
effect of which will be devastating unless wisely guided. The 
problem of guidance has many facets, but there is one funda- 
mental consideration: the material needs for the satisfaction of 
desires must be within reach. Essentially it is a question of 
synchronising desires with the means of satisfaction. The 
former is an educational problem and here it is doubtful if educa- 
tional policy has been altogether wise; whether the lesson of 
Macaulay’s experiment in education in India has been fully 
learned. The latter is an agricultural problem, for the dominant 
natural resources of the Colonies lie in the primary products 
derived from agriculture, and it is from these that the wealth 
must be harvested which will enable the desires to be satisfied. 

Not the least compelling problem, thus, is how to develop 
the potential agricultural wealth of the Colonies; how to replace 
the primitive subsistence systems, with their low yields, by a 
more advanced system incorporating the latest technique. The 
field is not a tabula rasa on which any desired picture may be 
painted. The customs and rights of the indigenous population 
have to be guarded and not the least of these are the rights in 
land. Those rights, varying widely in detail and in sharpness 
of definition, conform to one general pattern with the unit, except 
in the case of purely pastoral tribes, the peasant holding. How, 
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then, is modern technique to be rendered under such a system ? 
It is only in recent years that full recognition has been accorded 
to this aspect, a recognition that the rights of the indigenous 
peoples are paramount. In the early days following the discovery 
of the New World, indigenous populations received short shrift 
and land used for the sole benefit of the conquering races. Thus 
arose the plantation system, initially a personal estate raising 
crops for export by a labour force, but latterly, with the rise of 
the limited liability company, a corporate estate. 

Here are two contrasting systems, the one a peasant system, 
observing local rights but ill-adapted to develop the potential 
wealth, the other well fitted to deliver that wealth but paying too 
little regard to local rights. What, then, is the solution? In 
this long history there is to be found a wealth of experience of 
the manner in which the two systems work. Particularly in 
recent years have attempts been made to find a middle course. 
Largely these attempts, as in the Sudan and Fiji, have been 
ad hoc experiments, forced modifications of the plantation system 
in the face of labour difficulties. There is, in them, little realisa- 
tion of the fundamental problem, and for that reason they are 
all the more valuable. Much is to be learned from their successes 
and even more from their shortcomings. 

If Colonial agricultural development is to pass from the 
experimental stage, a goal must be defined and the path towards 
that goal plotted, and the first step is to learn the lessons of 
experience. The goal is clear: increased production from the 
unit area without lowering fertility; it is the path that is ill- 
defined. This book is an attempt to review the varied experi- 
ments which have been made in the Colonial Empire to attain 
that goal and the experience of other nations to attain the same 
end is also drawn on. The problem as it is presented in the 
various Colonies is discussed in its widest bearing with the con- 
nected problems of land tenure, endebtedness and social reaction, 
and placed in an historical setting. It supplies an invaluable 
basis for planning future development and if a few errors of fact 
are included, they are small and detract little from its value as a 
record. It should be closely studied by all who have the respon- 
sibility of guiding Colonial economic policy. 

The account of the experiences is so well and fully drawn 
that it is disappointing to find that the lesson they so clearly teach 
is not drawn with equal clarity. To the administrator, the 
human aspect is ever dominant; emphasis is on the social aspect 
and there is a tacit assumption that technical requirements can 














1947] BOLLINGER AND OTHERS: AIRPORT FINANCING 375 


be adapted accordingly. That is not the case. High fertility 
and yield will be attained only when the environment is adjusted 
to the narrow range of the plant’s adaptability. Only too fre- 
quently efforts to adapt technical requirements to preconceived 
social structure, as in the matter of land tenure, have resulted in 
the building up of a technical service with despotic powers entirely 
opposed to modern social conceptions. That involves a static 
peasant community ; yet, if the social problem is to be solved, a 
dynamic structure is essential—a structure which will provide a 
ladder for advancement within the industry of agriculture. If 
the book’s weakness lies in failure to point the moral, its strength 
lies in collating, in a manner not hitherto achieved, the evidence 
from which the moral may be drawn. 
H. Martin-LEakE 
Cambridge. 


Terminal Airport Financing and Management. By L. Bouncer, 
A. Passen and R. E. McEtrresu. (Harvard University : 
Division of Research, Graduate School of Business Adminis- 
tration, 1946. Pp. xiv + 385. $4.25.) 


‘THOSE who judge from the title of this book that it is a highly 
specialised analysis of a problem peculiar to Civil Aviation will 
have guessed correctly. It deserves, however, a wider attention 
than its title would suggest, and should prove of value not only 
to those interested in this aspect of civil aviation but also to 
those concerned with the general problems of administration and 
organisation where the State, municipality, and private enterprise 
are all involved in the same field. It is an attempt to discover a 
solution to this problem in relation solely to the management, 
ownership, and finance of major airports, but no attempt is made 
to suggest any schemes until the authors have first completed an 
extremely thorough and comprehensive analysis of the operating 
data of fifty-one airports of all types. 

This analysis shows that, in general, American airports are 
not paying their way, due partly to the immaturity of civil 
aviation and partly to wasteful construction and a failure to 
develop their full revenue possibilities. American civil aviation 
is always looked upon as being the most progressive and pros- 
perous, an achievement attributed primarily to the wealth of the 
country and the possibility of unrestricted travel within a very 
great area. It is therefore significant that if full allowance is 














376 THE ECONOMIC JOURNAL [SEPT, 


made for all costs, including depreciation, only one airport out 
of thirty studied showed a true profit. Of the others, sixteen 
made some contribution towards depreciation and capital costs, 
and fourteen failed to cover annual operating expenses. Even 
though the major sections of British civil aviation are State con- 
trolled, the problems raised in this book have considerable rele- 
vance to the situation in Great Britain, where, on the basis of the 
available figures, it can only be presumed that airports are even > 
more heavily subsidised. The profitability of an airport depends 
primarily on the volume of traffic, and Sir Henry Self’s recent 
lecture to the Royal Aeronautical Society showed that, measured 
by various indices, the volume of air traffic in this country is 
only about one-eighth of that in the United States. 

Federal aid towards airport construction and maintenance 
in the United States has been and will continue to be extensive, 
but the authors do not see in this any reason either why the 
taxpayer should be called upon to subsidise civil aviation per- 
manently, or why the interest of the State in airport construction 
and control should be predominant to the exclusion of private and 
municipal capital. On the basis of a careful estimate of traffic 
growth they assume that the industry is likely to reach maturity 
by 1954 and have convincing arguments to support their con- 
tention that airports will be more likely to be completely self- 
supporting and in a position to repay Federal loans if encourage- 
ment is given to private capital, and the business side of the 
airport, as distinct from the airfield and operations side, is run on 
business lines. They consider it both unnecessary and unwise 
to treat Federal loans as irrecoverable. 

Capital to the amount of $1 billion had been invested in air- 
ports up to the end of 1944, and of the total 72% is Federal. A 
further $500 million has been appropriated by Congress for air- 
port development, but on the basis of the present rate of expan- 
sion and on the assumption that terminal building costs will 
average at 53% of total airport costs, the legitimate sphere for 
the investment of private capital is estimated at $1 billion. 

One of the main themes of the book is that the airport can be 
best managed by separating the various departments. The air- 
port as a whole cannot be classed as a “ public utility ”’ as it does 
not pass the tests of being a service where individual benefits are 
unidentifiable, and where the social benefits outweigh the indi- 
vidual benefits. Of the three main functions of airport manage- 
ment—control of the landing area and traffic, maintenance and 
development of the landing area and its ancillaries, and control 
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of the terminal buildings and hangars—only the first two are 
suited to control by public authority. 

Full development of the concession revenues of the terminal 
building and its adjuncts can only be achieved by permitting the 
controlling authorities a degree of discretion and initiative which 
State control must inevitably preclude. Whatever the size of 
the airport, the development of terminal building revenues is a 
factor the financial importance of which is second only to that of 
the total volume of traffic. This is very clearly illustrated by the 
careful assessment of present costs and revenue compared with 
an estimate of the likely position at maturity. It is shown that 
at major airports full development of concession revenue will 
make it possible to reduce landing charges to zero. And for the 
“representative ” airport of intermediate size, it is estimated 
that an increase of 1 cent concession revenue per passenger will 
make possible a $3 reduction in the landing charge per schedule, 
in this case $37.50 for a D.C.3 for a month’s scheduled landings. 
This is a conclusion of great significance, for the same principle 
must apply irrespective of the ownership of the airport. 

Considerable criticism is levelled at many features of the present 
administration of most American airports, in particular at the 
failure to consult the airlines themselves when designing aero- 
dromes, and at the expenditure of funds on the “ public monu- 
ment ” type of airport buildings which soon becomes a burden on 
the industry or the taxpayer. In only a few cases are charges based 
on a systematic allocation of costs; financial records are in- 
adequate and badly organised. Where airports are run by 
municipalities no allowance is made for depreciation and obso- 
lescence and there is a general failure to exploit the commercial 
possibilities of the airport buildings. Few airports have any 
long-term financial plan. 

It would be interesting to know to what extent any or all of 
these criticisms apply to the parallel spheres of British airport 
administration, but only a comparably detailed study could give 
the answer. The problems facing British civil aviation are not 
entirely comparable, as a major part of the British effort before 
the war was devoted to expanding imperial services and the scale 
of internal services is entirely different. It can nevertheless be 
said that if none of the above criticisms are valid in whoie or part 
of British civil aviation, Great Britain is singularly fortunate. 

The authors tend on occasion to fall into the trap of believing 
that economic or administrative problems can be solved simply 


by changing the name of the organisation or transferring shares 
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from one strong box to the other, even though they frequently 
stress the relative unimportance of the mere type of organisation, 
and the book concludes with a plan first put forward independently 
by Prof. Bollinger for a nation-wide non-profit corporation run 
jointly by the airline companies themselves. They would con- 
tribute capital in proportion to their assets, and would enlist the 
assistance of outside capital to finance airport building develop- 
ment. The corporation would concern itself solely with the 
administration of the airport buildings throughout the United 
States. This would certainly achieve some economies in over- 
heads as well as management specialisation, and would facilitate 
standardisation of accounts, but such a corporation would be a 
vast undertaking, and however careful the provision made for 
semi-autonomous local operation, its very size would be bound to 
lead to some of those disadvantages which are so conveniently 
summarised in the phrase “red tape.” And if the airline com- 
panies were able to run airports successfully on such a plan, it 
seems likely that the temptation to combine in other spheres 
would prove irresistible. This suggestion is, however, interesting 
in view of the comparable suggestion made by Sir Henry Self 
that world air services should be entrusted to an international 
organisation ‘‘ while contriving that regional air services will be 
operated by national carriers in pursuit of legitimate national 
interests.” Both this and the Bollinger Plan would seem to 
confuse the desirability of international regulation and standard- 
isation with actual international operation. 

The chief merit of this book is that it recognises that airports, 
like so many other analogous organisations, are economic enter- 
prises which need economic as well as physical engineering. 
Technical limitations and economic limitations are frequently 
mutually determinant, and there is great scope for the exercise 
of sound economic judgment in the development and expansion 
of a national airport system. In itself the book is an interesting 
example of the effort which is being made in the United States 
to re-define the legitimate sphere of private enterprise so as to 
maximise the enterprise while minimising the more undesirable 
consequences associated with its private nature. It is a first-class 
piece of work which will prove of great value to those responsible 
for the administration of what is now a major national investment, 
and will serve as a model for this type of investigation. 

I. 8. Luoyp 
Cambridge. 














NOTES AND MEMORANDA 
OBSERVATIONS ON INDUSTRIALISATION FOR HIGHER INCOMES 


In the December 1946 issue of the Economic JouRNAL ! Professor 
N. 8. Buchanan has performed a valuable service in drawing 
attention to the “ important differences between the industrialisa- 
tions that have already occurred and those that are now being 
planned,” and in emphasising the necessity for a careful study 
of the relevant differences between particular areas, and of the 
varying possibilities for improved living standards. This is 
especially appropriate to the Far East which presents the most 
extensive area of mass poverty. 

The warning is all the more to the point because most occidental 
advocates of industrialisation, as a method of improving living 
standards, and many oriental planners think predominantly not 
simply in following “ a pattern similar to that woven by countries 
that have already industrialised,” ? but rather in developing in a 
short space of time an industrial system on the Western model. 
The painful chronology of the industrial revolution is to be com- 
pressed into a short sequence of five-year plans. In part, this is a 
counsel of desperation arising from the belief that the urge to 
procreate threatens all efforts toward amelioration, unless sub- 
stantial improvements in per capita productivity can be brought 
about with considerable rapidity. 

It should be noted that in many areas this is a matter of 
relieving not simply an existing situation, but a pressure which is 
increasing through continued population growth. Mukerjee * 
estimates the annual population increase in the Far East at 
8,000,000 and draws attention to the deterioration in the food 
supply in India as a result of the increasing pressure of population 
on the land. Industrialisation in many areas must catch up with 
such deterioration before it can affect natality through improved 
living standards. Professor Buchanan himself suggests that 

1N. S. Buchanan, ‘ Deliberate Industrialisation for Higher Incomes,” 
Economic JouRNAL, No. 224, Vol. LVI, December 1946, pp. 533-553. 

? Buchanan, ibid., p. 538. 

* Radhakamal Mukerjee, Races, Lands and Food, Dryden Press, New York, 
1946, p. 62. 

* There is the further point that there are still many gaps in our knowledge of 
the relationship between industrialisation and natality. Is the decline in the 


birth-rate the result primarily of a change in attitude induced by actual and 
prospective improvements in living standards, or of the spread of knowledge of 
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whether this result will follow cannot be proven or disproven, but 
adds, “certainly the attempt to push industrialisation has a 
powerful drive from several sides. And since real capital invest- 
ment has the character it does, much of the investment undertaken 
will remain beyond any population crisis that may develop. 
In other words, the resulting capital goods and equipment will 
not be wiped out even though several millions should die of 
starvation either through miscalculation or too hurried a pace in 
the industrialisation program. Thus the next attempt will start 
from a higher plane. Consequently from a long-term point of view 
even an industrialisation program that misfires is likely to have 
lasting benefits. But such a false start is only a possibility, not a 
forecast.””1 Such a possible solution to the population problem 
can hardly be faced with equanimity. 

Professor Buchanan very properly urges the extension of the 
notion of industrialisation to cover, not simply the erection of 
“more factories or industrial plants,” but also the development 
of transportation, communications and marketing facilities. He 
leaves the impression that he is still concerned with the problems 
and difficulties involved in the rapid development of a grown-up 
occidental industrialisation on the foundations of backward 
economies, rather than with the extent to which such problems and 
difficulties point to the consideration of approaches alternative to 
industrialisation of this type. 

The following summary observations, suggested in part by his 
analysis and in particular by his scepticism, are directed to the 
question of possible, partial alternatives in the form of small-scale 
decentralised industry, and the production of simple, improved 
tools for agriculturalists, artisans and craftsmen. Proposals of 
this sort have been made from time to time, but we still await full 
investigation and analysis, especially in respect of the requirements 
of particular areas. 

It is necessary to avoid misunderstanding by stating that one 
does not regard such proposals as complete substitutes for large- 
scale industrialisation, but rather that there is a good case for 
placing them much higher on the list of priorities than is usual. 
Moreover, they should be associated with measures directly 
applied to the technical, institutional and economic problems of 
farming and ancillary enterprises. 





new types of contraceptives which can be purchased out of higher incomes, or 
of the effects of urbanisation, or of social policies including the regulation of the 
use of child labor, the spread of education and the like? It might be misleading 
to draw close analogies in, say, the Far East, with what has happened in Western 
Europe. 1 Ibid., p. 553. 
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The first consideration relevant to the problem is the nature of 
the labor supply. This is important not only in relation to the 
operation of industry, but also to the process of capital formation. 
Professor Buchanan draws attention to the fact that real capital 
investment requires the considerable use of local labor. If the 
whole of the new capital formation is out of local resources, labor 
must be diverted to this purpose for the production of the capital 
goods as well as for the erection of plant, the building of roads or 
the construction of dams. Foreign investment may remove the 
necessity for the former, but not for the latter. 

Even in respect of a particular country, such as China or India, 
we may expect a substantial regional or local concentration of 
industrialisation, especially in the earlier sequence of “ five-year 
plans” and before internal transport has been well developed. 
This concentration may have important consequences on local or 
regional living standards, especially if the means are not available 
to buy supplies of food and other consumers goods from abroad, 
and if there are difficulties in tapping supplies from other areas 
within the economy because of small surpluses or poor transport.* 

Moreover, the labor supply is not always conveniently located 
to meet the needs of such concentration. In Far Eastern countries 
agriculture may find employment for as high as 60 to 80% of the 
working population, and by the nature of things this is spread over 
wide areas. A by no means insignificant proportion of the 
remainder would live in rural communities. Because transport 
facilities are rudimentary, these communities are small and 
frequently isolated from each other or from urban centers of 
industry and trade. Even primitive-wheeled traffic is often 
impossible and human beings are the beasts of burden. 

It is also a commonplace that there are considerable seasonal 
fluctuations in the requirements for labor so that over a quite 
appreciable part of the year it is unemployed or substantially 
under-employed. At such times it may engage in primitive handi- 
crafts for which the returns are small, even lower than in farming. 
Markets are restricted by the great difficulties of transport, which 
is time consuming. 


1 The situation might be relieved by using some foreign borrowing to finance 
the purchase of food and other consumers goods. Note also the proposal made 
by the Preparatory Commission of F.A.O. (Report of the F.A.O. Preparatory Com- 
mission on World Food Proposals, Washington, Feb. 1947, pp. 28-30) to provide 
certain food-stuffs at special prices to low income areas for the improvement of 
nutrition and to prevent surpluses from depressing the commercial market. It 
might be profitable to inquire whether the diversion of supplies in this way might 
also be used to lift the pressure on living standards during the process of capital 
formation. 
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Professor Buchanan points out that much of this labor is not 
greatly mobile because the family is the economic and social unit. 
Lack of knowledge and the financial and social costs of movement 
would also impede mobility. Moreover, a great deal of the rura] 
labor could not be drawn on during the peak of farming operations 
without interfering with them, while there are definite limits to 
the area over which it could be seasonally drawn upon for industry, 
if only because it takes time to travel. 

These conditions would appear to provide an opportunity for 
the seasonal use of labor in the establishment of small-scale local 
industries, and local and regional improvements in transport, 
marketing facilities, drainage works, land reclamation projects 
and the like. By contrast with more massive schemes of capital 
formation, the labor demands could be adjusted more readily to 
seasonal supply. Interference with production for consumption, 
especially food, need be small with a consequent diminution of 
the pressure on living standards which are already very low. 

Somewhat similar considerations are pertinent to the question 
of utilising seasonal reserves of labor in small-scale local industries 
and ancillary services when established. Large-scale industrial 
plants could draw on seasonal reserves only from contiguous areas. 
In any case, if such labor were utilised, there would be wasted 
overhead from idle plant during the periods of seasonal activity 
in farming. There would be much less economic waste from 
seasonally idle plants in the case of local units with low capital 
investment. Against this waste should be offset the greater 
possibilities of more fruitful employment than at present during 
the farming off-season. 

The question also ties up with the problem raised by Professor 
Buchanan of the necessity for more advanced technical skills in 
large units on the Western model, than are likely to exist or be 
rapidly acquired. The skills necessary to operate smaller and 
simpler units might be more readily evolved out of traditional 
skills. Similar considerations apply with equal force to superior 
technical, executive and administrative personnel. 

There is the further question of the conditions necessary before 
living standards over wide territories can benefit from schemes of 
industrialisation which, for a long period, may have to be regionally 
concentrated. While the remote village may receive the fabricated 
products of industry through a long chain of intermediaries, to 
provide the means of payment by the sale of bulkier agricultural 
products will continue to prove costly of human effort until local 
transport systems are improved. 
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Having regard to such conditions as well as to the existing high 
ratio of labor to capital, it is by no means self-evident that the 
best results in terms of improvements in living standards will be 
achieved from a given volume of capital by aiming at high capital 
intensity .1 

The organisation of effort to design and provide simple im- 
proved tools for farmers, craftsmen and artisans (possibly by mass- 
production methods, and probably in any case within the frame- 
work of large-scale enterprise) may prove of equal importance, 
not only in augmenting the food supply, but also in providing 
improved per capita productivity in the simpler types of enterprise. 
In neither farming nor in crafts and trades is there much scope for 
any great intensification of capital except as a corollary of funda- 
mental developments involving substantial occupational redis- 
tribution. But quite significant increases in per capita pro- 
ductivity might well follow from inexpensive improvements in 
tools and simple machines. Over the greater part of the Far 
East the small holdings consequent on population pressure limit 
the scope for mechanisation, but over quite important areas it is 
the rudimentary nature of the equipment which limits the area 
which can be farmed.? In either case there are possibilities of by 
no means trivial improvements which would provide the means of 
feeding additional industrial workers.® 

The volume of financial resources available and the conditions 
under which domestic savings might be most readily drawn into 
productive use also are important in determining priorities, 
especially as between large-scale and small-scale decentralised 
enterprises, and particularly if the former are geographically 
concentrated. Low-living standards, existing institutional 
arrangements and existing cultural patterns limit the extent to 
which capital formation is possible out of national resources, and 
especially to which it could be directed to large-scale, distant 
enterprises. 


1 For a similar line of thought, see S. Keseva Iyengar, “‘ Industrialisation and 
Agriculture in India,’”? Economic JoURNAL, June—December 1944, No. 214, Vol. 
LIV, pp. 201-202. 

® Virginia Thompson writes of Thailand, ‘‘ What economic hardship exists is 
due not to lack of natural resources, but to archaic methods of cultivation and to 
an unchecked death rate.” Cf. Thailand, The New Siam, Institute of Pacific 
Relations, New York, 1941, p. 323. 

* As one simple illustration of this type of improvement, note the development 
of an improved metal plowshare by the Agricultural Department of Burma, of 
which some 5,000 per year were sold before the war at a cost of Rs. 2 (about 
60 cents) each. Cf. John L. Christian, Modern Burma, University of California 
Press, Berkeley, California, 1942, p. 113. 
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Pao-San Ou ! estimates that the average per capita income in 
China was the equivalent of twelve United States dollars in 1933. 
Pierre Gourou ? reports that in 1938 the “ poor” Tonkinese 
peasant spent four U.S. dollars annually, the “ small ” proprietor 
about twice as much, and the “ rich ”’ proprietor about forty-five 
US. dollars a year. Some years before the war the average 
“ cost of living ”’ of 1,240 farm families in Korea was estimated at 
five cents a day.* These illustrative examples, which could be 
multiplied, suggest that even if savings in very poor countries are 
“more than negligible (as an aggregate) ’” * they are small when 
set against the per capita capital requirements of a large and rapid 
industrialisation program.5 They may, however, be of much 
greater significance in relation to small-scale decentralised 
industrialisation. 

The release of existing hoards provides no new scope for capital 
formation except in the possibility that some gold or jewels might 
be exported to pay for capital goods; but dehoarding or refraining 
from new hoarding, whether for local use or export, requires some 
incentive. Students of economic and sociological problems in the 
Far East point to the extent to which hoarding is indulged in 
because no secure, alternative methods of investment are available, 
or to meet ceremonial consumption expenditure, or as a provision 
against recurrent hazards. Much indebtedness is incurred for 
consumption during periods of hardship, or again, to finance 
ceremonial expenditure, and is connected with the use of land as 
almost the only avenue for the investment of savings. 

It is unlikely that cultural and institutional factors responsible 
for such conditions can be rapidly changed, but the provision of 
employment of the types suggested might be expected to reduce 

1“ A New Estimate of China’s National Income” in Journal of Political 
Economy, Vol. XIV, December 1946, No. 6, p. 551. 

2 The Standard of Living in the Delta of the Tonkin, French Paper No. 4, Ninth 
Conference of the Institute of Pacific Relations, Hot Springs, Virginia, January 
1945, pp. 5-8. 

3 Hoon K. Lee, Land Utilisation and Rural Economy in Korea, University of 
Chicago Press, 1935, pp. 278-280. 

4 Ibid., p. 541. 

5 Colin Clark estimates the real capital of Japan in 1930 at 980 international 
units per head of working population (Conditions of Economic Progress, p. 389), 
an international unit being roughly the equivalent of what one dollar would 
purchase in the United States on the average over the period 1925-34. Even 
in Japan living standards improved but slowly, though they might have been 
expected to increase more rapidly in the absence of war and war-like preparations. 
On the other hand, Japan was in an exceptionally favorable position as a trading 
power, and possessed a highly efficient government and greater social cohesion 


than in India or China, which aspire to take Japan’s position as the industrial 
leader of the Far East. 
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some of the hazards and the extent to which debt was necessary 
for traditional ceremonial expenditures. Of more significance 
from the present view-point, however, is the desirability of pro- 
viding investment opportunities alternative to land, since this 
creates no new productive capacity, but simply results in a transfer 
of ownership.? 

To use local savings for large-scale industry is not simply a 
matter of persuading the peasant that it is better to earn 6% 
than to hoard or help build a temple, but also of creating new 
institutions, in the form of a money market which can aggregate 
the infinitesimal individual savings and divert them to the 
distant centers of industry and commerce. And these, the peasant 
or the small artisan must understand, or at least not hold suspect. 
This conclusion is not greatly modified by the fact that an efficient 
money market may operate in large centers of population, such, 
for example, as Shanghai. There still remains the problem of 
making available for capital formation the large number of small 
individual units of saving which are scattered over wide 
geographical areas. 

There would seem to be greater prospect of diverting savings 
to local uses, expressed in small enterprises which the peasant can 
see, which provide employment and are a part of his daily 
experience, and which could be integrated in ownership and use 
with familiar institutions, such as the family, clan or village 
community; or which could be organised co-operatively. 

Since the volume of foreign investments available is likely to 
fall very far short of all the competing demands in a capital- 
hungry world, the need to put actual and potential local savings 
to productive use is all-the more important. The type of in- 
dustrialisation suggested opens up one approach to this problem. 

In determining the relative importance to be attached to the 
two types of industrialisation, the “ sociological ” effects should 
also be considered. Large-scale industrial enterprise, with its 
concomitant of urban growth is bound to make profound changes 
in cultural and institutional patterns, and to cause human relation- 
ships to become increasingly impersonal. Although the industrial 
revolution in the West was spread over a long period of time, we 
are still grappling with the social problems it has created or 
enlarged. Even the most optimistic can hardly expect that 

? The provision of additional employment opportunities also ties up with the 
problem of division and parcellation of holdings. As the result of the division of 
holdings through inheritance even a wealthy landed family may be broken into a 


number of poverty stricken families on tiny holdings in a few generations. The 
development of local industries should ease this situation. 


















386 THE ECONOMIO JOURNAL [SEPT. 


economically backward areas will have “ learned the lesson ” of 
capitalism sufficiently well to be able to avoid its mistakes or 
ameliorate the effects at all substantially by social legislation. 
This seems hardly likely to occur during a period of absorption 
with an industrialisation program which is concentrated in time, 
One confesses to being out of depth in the face of such a situation, 
but attracted to the possibility that greater concentration on the 
simpler type of development might provide some shelter or 
facilitate more gradual adjustments. 

The major purpose of the above observations has been to 
present a case for further thought and investigation. The 
problems involved are not likely to be amenable to abstract 
analysis from the professorial arm-chair, and the economist alone 
is not likely to find the answers even if he can ask the right 
questions. We are not, however, completely without guidance. 
There are many competent studies, especially in relation to the 
Far East, which interpret the ways of life that will affect and be 
affected by industrialisation programs, and give direction to 
important issues. The activities of U.N.R.R.A.indevelopingsmall- 
scale plants as part of the work of agricultural rehabilitation ? 
should provide useful lessons. But it would seem the course of 
wisdom to develop procedures enabling us to become much more 
fully informed before we are caught in the flood of development 
programs. The establishment of new agencies to promote inter- 
national collaboration provides an opportunity. The Economic 
and Social Council, F.A.O., and the International Bank for 
Reconstruction and Development are all interested in the problem. 
The Preparatory Commission of F.A.O. has already proposed 
industrialisation of the type considered here.* A commission 
recently sent to Greece by F.A.O. also favors small-scale industry,‘ 
and no doubt commissions will be sent to other countries. But 
just as Professor Buchanan-has raised questions which it would be 
wise to answer before being committed to comprehensive programs 
of industrialisation, soalso it is important to organise the accumula- 


1 Note, for example, J. H. Boeke, The Structure of the Netherlands Indian 
Economy, International Secretariat, Institute of Pacific Relations, New York, 
1942; Hsaio-Tung Fei and Chih-I Chang, Earthbound China, University of Chicago 
Press, 1945; Raymond Firth, Malay Fishermen. Their Peasant Economy, 
Kejan Paul, Trench Trubner & Co., 1946; and Sir Alan Pim, Colonial Agricultural 
Production, Oxford University Press, 1946. 

2 Cf. Report of the F.A.O. Preparatory Commission on World Food Proposals, 
Washington, U.S.A., Feb. 1947, Appendix D. ‘‘ Agriculture Industry Service of 
U.N.R.R.A.” 

3 Ibid., pp. 11-13. 

4 Cf. Report of F.A.O. Mission for Greece, Washington, D.C., March 1947, 
Appendix I, “‘ Economic Problems,”” by Mordecai Ezekiel, p. 161. 
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tion of knowledge on the type of industrialisation to which atten- 
tion is directed in these notes. Commissions of the usual type may 
well have difficulty in getting the feel of the problem. What is 
now suggested is that the international agency or agencies con- 
cerned should, as part of a general program of becoming informed 
on the problems of economic development, arrange with interested 
countries for more thorough surveys of a limited number of selected 
areas. ‘These should be made by groups of experts from different 
disciplines, and might well be followed by “ pilot” schemes 
covering small-scale industrialisation and rural reform. 
H. BELsSHAW 
University of California, 
Davis, California. 





Jos SPECIFICATION AND A FarR WAGE 


THE widespread dissatisfaction with present methods by which 
wage-rates are fixed has prompted research into the question of a 
new method of assessing wages, based on the belief that a careful 
analysis of the various jobs in industry, and a comparison between 
them, will lead to fixing of wage-payment, fairer in its application 
and more adaptable in its relation to the cost of living. 

The present system of wage-payment, based on collective 
bargaining between organised bodies of employers and workers, 
marks an achievement in the history of industrial relations which 
no one will lightly deny. But there is in it an inherent weakness. 
The wage decided upon in any given instance must, by the very 
nature of the system, be the result of a test of power between the 
organised bodies concerned; so that if, in a particular industry, 
there is at the time a preponderance of power in the hands of one 
or other side, the bargain will be made by the other side under 
pressure, and the resulting wage will be above or below what is 
“fair.” Even if the State, or other outside body, is called in to 
arbitrate, the compromise reached has no clear relation to fairness 
or the economic capacity of the industry. 

If, for some reason such as the shortage of labour or better T.U. 
organisation in an industry, the wage-bargain results in a wage- 
rise out of proportion to other branches of industry, it will be 
followed by demands for higher wages elsewhere. If these are 
granted (and whether or not they are will depend on the relative 
power of the bargaining parties), the outcome will be a general rise 
in wage-levels. But the extra cost of wages will not necessarily 
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come out of the pocket of the employers, since their profits may 
not be capable of maintaining them, or the shortage of the supply 
of goods in relation to the demand may enable them to pass the 
extra cost to the consumer in a correspondingly higher price. 
Thus a general rise in wages will have been cancelled by a corre- 
sponding rise in the cost of living. And if this occurs, the reason 
for it will have been the fact, disregarded in all the bargaining 
involved, that the wage being demanded could not be economically 
borne by industry. 

The fact is that the historic struggle of the Trade Unions for 
higher wages is out of date now in a State-planned economy; 
and they should be freed from their preoccupation with this, to 
concentrate on planned economic progress of a more truly valuable 
nature. 

Now suppose that, instead of the present haphazard method 
of fixing wages by bargains based on power, we prepare for each 
job a specification, considering carefully all the requirements of it 
and all the conditions involved in it; and work out the relation of 
those requirements and conditions to those involved in all other 
industrial occupations; we should then be able to arrive at some- 
thing approaching a fair wage. 

The two writers of this article have together made a detailed 
analysis of forty of the jobs involved in a heavy engineering 
works and foundry, and have awarded points to each job under 
various headings, arriving at totals which, for the purpose of 
comparing with present wages usually paid, we have attempted to 
turn into money equivalents. Out of the several hundred types 
of job involved, the ones we have selected represent a cross- 
section of the industry, and include such people as Works Manager 
and unskilled labourer, members of the Office staff and of the 
“ Shop,” specialists such as designer, draughtsman, and shorthand 
typist, and general workers attached such as drivers and works 
police. It is not possible to give a report in detail here; nor 
are our detailed conclusions necessarily anything more than 
experimental. Our object was to convince ourselves, and, when 
the time comes, other people, that the general scheme is a 
practicable one. 

By requirements of the job, we mean all the qualities needed 
in a man to fit him for the job considered. These fall under two 
headings—those acquired by some form of training, and those 
which are innate; although a rigid division between the two is 
neither possible nor advisable. Clearly, initial expenditure on 
training, whether at school, university, or special course (especially 
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where such training makes the simultaneous earning of a living 
impossible), or training under apprenticeship, must be recognised 
and paid for in the man’s wage. But recognition should also be 
made of qualities which may be innate or acquired through 
experience. We therefore suggest four headings under which 
requirements may be assessed: Expenditure on Training, 
Technical Skill, Capacity to take’ Responsibility, and Command 
Qualities. The responsibility may be for machines, processes, 
property or men; command qualities are involved wherever a 
man is in charge of others or in control of an organisation. 

In passing, it must be noted that the requirements paid for 
are requirements for the job, not qualities inthe man. A particular 
job requires a certain standard of skill, training, etc. If the man 
doing it has skill or training beyond what is required, he would still 
only be paid on the basis of what he needs for the job. However, 
it might well be possible to leave a margin of wages within which 
the wage paid could fluctuate in accordance with such things as 
length of service, keenness or proficiency. 

By conditions, we mean everything necessarily connected with 
the job, which is mentally or physically difficult, uncomfortable, 
unattractive, dangerous or actually harmful. We emphasise the 
word ‘ necessarily,” since it must be assumed that conditions 
are made as nearly ideal as the job itself allows. There are 
very few jobs, for instance, in which lighting cannot be ideal, 
so that allowance would be made in the wage-packet only if the 
job itself inevitably involves bad light. At the same time we 
must assume that the worker is normally fit and has an average 
standard in faculties such as eyesight, etc. 

Tentatively, we suggest twenty different kinds of conditions, 
to which, no doubt, many others can be added. These fall under 
five group-headings—Physical Discomfort, Danger, Time Factors, 
Money Factors and General Conditions. 

Under the heading Physical Discomfort, we place Atmosphere 
(e.g., dust-laden air); Temperature, which should normally be 
ideal except where special work (as in the cotton industry) 
requires a particular temperature, or where out-door work is 
involved; Dirt (it is assumed, of course, that washing facilities 
after work are adequate); Noise; and Bad Light. In the case of 
the last two, special allowance would be made for types of work 
(¢.g., intricate mental calculation, reading or writing) which would 
normally have to take place under such conditions. Where the con- 
ditions would lead to more than discomfort, that is to say, disease 
or permanent strain, allowance would also be made under Danger. 
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Danger factors include Risk of Accident (which in many cases 
cannot be entirely eliminated); Risk of Disease, that is to say, 
of disease contracted as the result of the type of work being done 
(allowance could not be made for risk of infection run in the 
ordinary course of contact with others, though in the case of a 
nurse this might be said to be involved in the actual job); and 
an item which we term Permanent Physical or Mental Injury. In 
the case of Accident or Disease, it is the risk which is paid for; 
an actual casualty would normally receive separate compensation. 
Permanent Mental or Physical Injury is a separate item from 
Accident or Disease, and is that applied to a human being which, 
in the case of a machine, would be described as “ wear and tear ” 
or “ value-depreciation ’; for example, permanent eye-strain, 
deafness or abnormal mental strain resulting from the work and 
likely to be more than temporary. 

Time Factors include, first, Length of Hours. In most 
industries there is a difference in hours between Offices and 
*“‘ Shop ” which would be allowed for; but “‘ overtime,” if paid for 
separately as such, would not be considered, on the ground that, 
except in emergencies, it should be unnecessary. Second, we 
include Monotony, so far as it is possible to measure it. Third 
comes Shift-Work (which upsets meals, sleep and other domestic 
arrangements) and Night-Work. Fourth, Emergency Calls, 
especially those demanding continuous availability. Fifthly, 
Inconvenience of Travel, where the work necessarily involves 
living at times away from home or periodic moving of one’s home 
(no allowance would be made for distance of home from work, 
which is, normally, a matter of choice). 

Money Factors include, first, Lack of Security, which will 
usually be greater for unskilled than for skilled workers, and . 
for general workers than for specialists; allowance would be based 
on length of notice required for dismissal, pension schemes, etc. 
Secondly, Lack of Opportunity of Promotion; if a man’s work is 
not doing anything to qualify him in skill or experience for a 
better job, he may be said to have little or no opportunity; but 
general, rather than specialist, work may give opportunity of 
betterment in another sphere, taking industry as a whole. It is 
worth noting that in the highest posts there is little or no chance of 
promotion. Thirdly, Lack of Bonus Opportunity; assuming firms 
are not normally profit-sharing, this applies to piece-rate and group- 
bonus workers, any who get “tips” during the course of their 
work, etc. 

There remain three General Conditions. First, Strain of 
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Responsibility, involved in doing any delicate work, work involving 
danger to others or open to costly mistakes; and involved to a 
high degree for anyone in charge of others. Secondly, Lack of 
Social Status, often under present conditions involved in a name 
or type of work (e.g., “manual” as contrasted with “ white- 
collar” workers); but this may well be eliminated as a result of 
the new wage-system. Thirdly, an item which may be considered 
redundant—that is, Distaste, the emotional or instinctive dislike 
for certain jobs, as, for example, lavatory-attendant, many types 
of foundry-worker, police, rate-fixer, etc. 

It is clear that many conditions are overlapping with regard to 
each other; and where such cases occurred, allowance would be 
made under one or other heading. 

The requirements and conditions would have to be very 
carefully balanced in importance in relation to each other, and 
each job would be analysed and allocated points under the various 
headings, and the points awarded would be totalled up. To do 
this on a nation-wide scale will be an immense task taking many 
years. Clearly, however, it would have little value on a scale 
less than national. We therefore suggest a Royal Commission 
composed of men and women of wide and expert knowledge, with 
power to call witnesses and make detailed inquiry. Employers 
and Trade Unions should be represented on the Commission, but 
it is vital that assessments should be based on expert knowledge, 
rather than on the bargaining basis that has led to so much 
unfairness and absurdity in the present wage-systems. 

Having allocated to each job a total number of points, the 
Commission’s next step would be to interpret those points in terms 
of money. Various methods might be used for this; we suggest 
that the lowest paid jobs should be related to the cost of living 
index-figure, and the relation of the higher ones assessed by the 
allocation of a money value to each point of difference. Thus, 
if the lowest paid job under consideration is awarded a total of 
100 points and it is decided that the wage for it, based on the cost 
of living, be 60s.; a job assessed at 150 points will receive 60s. 
+ an allocation of fifty times the sum of money represented by 
one point (if 1 point = 6d., 150 would receive a wage of 60s. + 
(50 x 6d.) = 85s.). The important thing, be it noted, is not 
therefore the total points so much as the difference between the 
totals for the various jobs. 

Once the various point-totals and money-wages had been 
assessed, the whole would then be stabilised in relation to the 
cost of living index-figure, with which they would move. As the 
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cost of living went up or down, so the basic rate (by which the 
lowest paid jobs are fixed) and also the money-value of the points 
representing the difference in the higher rates could be automatically 
adjusted, preserving the same relative value of the wages. 

A permanent organisation would be necessary to make 
revisions in view of possible changes in requirements or conditions; 
and there should be some form of Court of Appeal to which 
individuals or craft-groups could bring cases for special 
consideration. 

The result of such a system would be to remove wages from 
the influence of supply-and-demand factors in labour. Granted 
a plan of full employment, the long-term effect of this method of 
assessment should be that the supply of workers in each industry 
and trade is sufficient for the trade’s requirements. Movement 
between trades would only occur where temporary unemployment 
leads a man to seek steady employment elsewhere; and such a 
man would naturally tend to seek it where there was need for an 
increasing number of workers. A possible exception to this 
incentive would occur where conditions in a particular firm fell 
short of a normally attained standard; and this would have the 
effect of encouraging all firms to improve conditions. In other 
words, ideally a differential wage incentive would no longer be 
necessary to adjust the supply of workers in each trade. 

While, however, expert research and adjustments based on 
experience are taking place, there would be considerable move- 
ment between trades. Where outstanding shortage or surplus of 
labour occurred, the answer would be found in a re-examination of 
the points and wages assessed, and a more careful adjustment of 
them in the light of further research. 

There is no question of the immensity and complex nature of 
the task. It will take many years to arrive at anything like a 
fair assessment of wages, and possibly still longer to educate 
opinion to the point of accepting such a revolutionary change. 
There is, however, equally no question of the economic and social 
advantages which can be achieved by this means. To name buta 
few: Real wages will always bear a living relation both to the 
economic capacity of industry and to the cost of living; there will 
be an answer to the shortage of labour in various branches of work, 
and to the ‘“‘ body-snatching”” methods whereby artificially high 
wages in various trades and businesses create shortages elsewhere ; 
the new system will show up certain jobs as being too highly, and 
others as too meanly, paid, and will raise the wage for unpleasant 
and distasteful work; this will provide an answer to the prejudices 
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against certain work as being of a “ low social status,” will close 
the gap between manual and “ white-collar ” workers (both in the 
skilled and unskilled grades respectively), and will obviate the 
drift away from various occupations, such as foundry-work and 
coal-mining. 

But above all, the new system will provide at least a step 
towards the development of a sense of fairness in industry and to 
the better relations which are so vitally needed. 

STanLEY Cook 
ROBERT JAMES 





OBITUARY 
Irvine FIsHER 


1867-1947 


Irvine FisHer, Professor of Political Economy at Yale for 
the long period of thirty-seven years, died in New York at the 
age of eighty on April 29, 1947. He belonged to a great band of 
American economists which included Hadley, Seligman, Taussig, 
Ely and Kemmerer, all of whom both studied on the Continent 
in the latter part of last century and won an international reputa- 
tion. As Dr. Charles Seymour, President of Yale, said on learning 
of his death: “‘ All Yale mourns the death of an alumnus and 
teacher internationally famous as a scholar in the field of economics 
and beloved throughout the nation because of his devotion to the 
public welfare. We are proud of the service Irving Fisher has 
given as teacher, both in the classroom and in his published 
writings, of his inspiration to generations of Yale students and to 
other teachers throughout the nation. His mind was provocative 
and his opinions produced controversy, the surest evidence of 
the stimulus he supplied to economic thought. He kept the 
academic halls in closest touch with the marts of the world. To 
his students and to their ideas he gave constant heed. All of 
them will feel in his death the loss of a close friend.” His figure 
with the keen eyes, the grey hair, spectacles and Smutsian beard 
had a great heart to it and now that it is gone I wonder how 
many of those whom it constantly passed realised its spirit—the 
honesty of purpose and patience in detail, the sympathy and 
thoughtfulness for others. 

Born on February 27, 1867, in Saugerties, New York, the son 
of a Congregational minister, he moved very early in childhood 


to Peacedale, Rhode Island. After leaving school he went to 
No. 227—Vou. Lvm. DD 
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Yale where he graduated in 1888. He showed an undoubted 
aptitude for mathematics, and mathematician he was all his life. 
Studying in Berlin and Paris for two years he returned in 1890 
as tutor in Mathematics. Three years later he became assistant 
professor and in 1895 joined the department of Political Economy 
as assistant professor, becoming professor in 1898. When he was 
beginning his career as an economist he developed, according to 
his doctor, tuberculosis and was given only a few months to live. 
He was sent to the mountains of Colorado and began there to 
take an interest in health and diet. He recovered completely 
and enjoyed good health for the rest of his life, which he attributed 
to simple living. He abstained from alcohol and tobacco and was 
a vegetarian. He believed most people suffered because they ate 
too much, consumed an excessive amount of alcohol, tobacco, 
coffee and tea, and took insufficient exercise. I well remember 
his strong views on these subjects and his judgment was sometimes 
alittle warped. ‘‘ Aman who has had one beer is one beer drunk.” 
He had a gift for invention. One day after lunch he showed 
me his invention of an index-file system for which he obtained a 
patent. He formed a company to manufacture it, Remington 
Rand, Inc., of which he was a director. He obtained a con- 
siderable fortune from this as from other industrial and commer- 
cial projects. He won before this a prize for his invention of a 
tent for the treatment of tuberculosis patients. He invented an 
adjustable sundial for local time which was accurate to within 
a few seconds. One of his more recent inventions was the 
development of the icosahedral map of the world. Onreaching the 
retirement age of sixty-eight he continued his business and legis- 
lative interests, and until October last year enjoyed unusually good 
health. He refused, however, to give in and to take things easy, 
going to New York and Washington throughout the winter. He 
was anxious to get Congress to pass anti-inflationary legislation. 
On the day following the dinner given in honour of his eightieth 
birthday at the Yale Club, New York, he entered hospital as 
he had planned to do and remained there for over two months, 
lapsing into a coma just two days before he died. His wife, whom 
he married in 1893, died in 1940. He is survived by a son, Mr. 
Irving Norton Fisher, who was with him at the end, and by a 
daughter, Mrs. Caroline Fisher Baumann, of Ziirich, Switzerland. 
His brother, Mr. Herbert W. Fisher, of New Haven, to whom he 
pays a handsome tribute in his Principles, also survives him. 
Nine of Irving Fisher’s publications on economics have been 
translated into one or more foreign languages. These are: 
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Mathematical Investigations in the Theory of Value and Prices 
(1892, revised 1926); Bibliography of Mathematical Economics in 
Cournot’s Mathematical Principles of Wealth (1897); The Nature 
of Capital and Income (1906); .The Rate of Interest (1907); The 
Purchasing Power of Money: its Determination and Relation to 
Credit, Interest and Crisis (1911); Stabilizing the Dollar (1920); 
The Making of Index-Numbers: a Study of their Varieties, Tests 
and Reliability (1922); The Money Illusion (1928); and T'he Theory 
of Interest (1930). One of these, The Money Illusion, has been 
translated into no fewer than ten languages. Hlementary Principles 
of Economics (1910) is a text-book much used in American 
universities. British as well as American economists are also 
familiar with A Brief Introduction to the Infinitesimal Calculus, 
designed especially to aid in reading Mathematical Economics and 
Statistics (1897); Booms and Depressions (1932); Inflation (1933) ; 
After Reflation, What? (1934); Stable Money, a History of the 
Movement (1934); and 100% Money (1935). Much of his most 
interesting and readable contributions has been to scientific 
journals, such as the Journal of Political Economy, the Quarterly 
Journal of Economics, and to the Yale Review, of which he was 
Editor from 1896 to 1910. Of his non-economic publications, one, 
How to Live, reached its twentieth edition and was translated into 
five languages by 1943. 

Exigencies of space in these days of paper shortage preclude 
a detailed analysis of Irving Fisher’s contribution to the science of 
economics and to statistics. Such a survey is tempting indeed. 
It is necessary then only to take a general view of what Adam 
Smith in his Essay on the History of Astronomy calls looking for 
“connecting principles.”” The outstanding characteristic of his 
work, without any shadow of doubt, is mathematical. His 
interest was always in those branches of the science which can be 
examined by means of statistics, formule and charts. He had 
not, in my view, the deftness in the use of this method that 
Marshall had (also a mathematician, being Second Wrangler in 
1865 when Lord Rayleigh was Senior). Both writers bore, to use 
an expression of Edgeworth’s, “under the garb of literature the 
armour of mathematics.”” Marshall was more restrained in his 
use of the language of mathematics than Irving Fisher, not because 
mathematics is a foreign language to the general, but because in 
spite of its terse and exact language for expressing clearly processes 
of economic reasoning “the direct application of mathematical 
reasoning to the discovery of economic truths is rarely of much 
service except in the quest of statistical averages and probabilities 
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and in measuring the degree of consilience between correlated 
statistical tables.”” In the treatises on Capital and Income and 
on Interest I frequently found the kernel of his doctrine expressed 
in mathematical garb, sometimes in an appendix or in a footnote. 
This leads to tediousness, as mathematics in economics should be 
used as a shorthand language rather than as an engine of inquiry. 
Burke’s dictum is apt to be forgotten: “The excellence of 
mathematics and metaphysics is to have but one thing before 
you; but he forms the best judgment in all moral disquisitions 
who has the greatest number and variety of considerations in one 
view.” Keynes was also of this opinion. In a review of one of 
Irving Fisher’s books he said : “‘ A considerable part of the book is 
occupied with analogies by means of mechanical models and with 
mathematical appendices. There may possibly be a class of 
readers for whom the former makes matters clearer, but some of 
the mathematical appendices can hardly assist any readers except 
those who feel a special confidence in a proposition which is ex- 
pressed algebraically.” 

Thirty-six years ago The Purchasing Power of Money made its 
appearance and almost immediately became popular in economic 
circles in many countries. The equation MV = PT is, of course, 
a mathematical truism which is inconvertible, but while it explains 
how the value of money changes it does not explain why it changes, 
except in the long period and in those exceptional short-period 
changes due to large issues or contractions of money. In the last 
fifteen years the trend of thought on monetary matters has been 
very strongly away from the Quantity Theory as expounded by 
Irving Fisher. The quantity of money is a secondary factor 
compared with the volume of expenditure. The notion that the 
quantity of money is a causative factor in the state of business 
has given way to regarding it as a consequence. Changes in the 
level of prices are not the most important phenomenon of the 
economic system, and we hold to-day that it is a lack of spending, 
a lack of income rather than a lack of money, that produces a 
depression. The quantity of money, in short, is not the dominant 
cause of the fluctuation of prices and is a very imperfect guide to 
the causes of the trade cycle. Irving Fisher has been severely 
brought to task by Keynes when he endeavoured to determine 
statistically the magnitude of P and 7' for the United States. 
“‘ He is content to publish what seem to the present reviewer to 
be unscientific guesses of the wildest character”? (Economic 
JOURNAL, September 1911). No review of Irving Fisher’s contri- 
bution to economics can omit to mention The Making of Index- 
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Numbers and the brilliant review by Bowley in this JourNAL in 
March 1923 where Bowley deals with the main thesis of the book : 
the accuracy of index-numbers is to be tested by “‘ The Two Great 
Reversal Tests.” Bowley’s review is a gem which, like the gold 
on the statue of Athene, can be separated from the subject which 
it adorns. 

Irving Fisher’s greatest work was as a protagonist of stable 
money. He traced the history of booms and depressions and was 
of opinion that they were caused by inflation and deflation which 
could be controlled by the regulation of money itself. A true and 
accurate standard must be regulated as much as other standards. 
He took up this cause as he did all causes with great ardour and 
became known as “ America’s Number 1 endorser.” His com- 
pensated dollar plan was intended to cure the evils of inflation 
and deflation. There were five characteristics of the plan: (1) on 
its adoption gold certificates would take the place of gold coins ; 
these certificates would entitle the holder not to a fixed quantity 
of gold but to a fixed value of gold; (2) the weight of gold having 
this fixed value would purchase the same market basketful of 
goods and would vary from time to time in accordance with an 
index-number of commodity prices; if, for example, the index- 
number rose 2% above the par decided on, the gold content of the 
dollar would be increased 2%, and if it declined 2% the gold 
content would be reduced 2% ; (3) in order to keep a 100% reserve 
behind the gold certificates so that they would be fully covered, 
any decrease in the value of the covering gold would require that 
the Government buy more gold with gold certificates to make up 
the deficiency ; if gold should increase in value additional gold 
certificates would be issued ; (4) the equivalent of the free coinage 
of gold would be retained ; the right to deposit gold in exchange 
for certificates and the right to redeem certificates in gold would 
have the same effect as free coinage; and (5) a small brassage 
of, say, 1% would be imposed, 7.e., the Government would charge 
1% more for gold than it would pay for it to prevent speculation 
in gold at the Government’s expense. The drawback to a com- 
pletely rational mind is that it is very apt to assume that what 
is flawless in logic is therefore practicable. ‘‘ Very pretty,” as 
Lord Milner used to say, knowing better than most men the 
illogicality of facts, “‘ but it won’t work.” Irving Fisher, however, 
did a great service in destroying the illusion that the gold standard 
brought a steady level of prices and in opposing so resolutely 
every form of inflation, and when values had fallen of putting 
forward a system of “ reflation ’ to restore previously existing 
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standards. As his treatises on Capital and Income and Interest 
show, his clear mind loved analysis of concepts without always 
consideration of the practical consequences, and above everything 
else he acted on Chaucer’s Troilus, “‘ In everything, I wot, ther 
lyeth mesure.” 







G. FinpLay SHTRRAS 






Ballater, 
Aberdeenshire. 











CuRRENT TOoPIcs 








Tue Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Thursday, July 3, 1947. 
Mr. Hawtrey was re-elected President for a second year and the 
remaining Annual Officers and the Council were re-elected. 

The principal formal business before the Meeting was a 
proposal by the Council to raise the annual subscription and the 
terms of life composition to take account of post-war costs of 
publication and lower interest rates. The Secretary reviewed the 
financial position of the Society and the prospective income and 
expenditure. After considerable discussion it was agreed to 
accept the proposals of the Council and to raise the annual 
subscription to 30s. and the payment for life composition to 
£22 10s., subject to a reduction of 5s. for each year of membership 
in the case of members who have paid ten annual subscriptions 
with a minimum of £17 10s. Corresponding adjustments will be 
made by the Council in the rates for Library Membership and for 
sales through booksellers. | 

After the formal business was completed Sir Hubert Henderson 
opened a discussion on ‘‘ Cheap Money and the Budget.” His 
address is published on an earlier page of this issue. 



























May we congratulate our President, Mr. R. G. Hawtrey, on his : 
recent appointment to be Price Professor of International 
Economics at Chatham House. At an age at which most men 
are glad to contemplate retirement he moves from the Treasury to 
@ new career. 





WE record with very deep regret the sudden death of Mr. 
G. F. Shove, Fellow of King’s College, Cambridge. While he 
became a member of the Council of the Royal Economic Society 
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only in 1946, his rare and exceedingly valuable published contribu- 
tions to economics were made almost wholly in the pages of this 
JouRNAL. We hope to publish an obituary notice in a forth- 
coming issue of the Economic JOURNAL. 





Mr. A. BEACHAM has been appointed to the Chair of Industrial 
Relations at Cardiff lately held by Mr. H. A. Marquand. 





Tue Trustees of the Houblon—Norman Fund, on the recom- 
mendation of the Advisory Committee, have made the following 
awards for 1947-48 : 


FELLOWSHIPS. 
Renewed for a second year : 
P. J. Watkin, B.A., Uni- Financial Facilities for Industry 
versity College, Swansea. in South Wales. 


RESEARCH GRANTS. 


D. R. Marsh, B.A., Bank Rise and Growth of Corporate 
Official. Executors and Trustees. 


Renewed for a second year : 
P. S. Sumner, M.Sc., B.A., The Economics of Investment 
Assistant Master at Wor- Trusts. 
cester College for the 
Blind. 


An offer of awards for 1948-49 will be made early in 1948. 
Further information may be obtained from the Secretary, 
Houblon—Norman Fund, c/o Bank of England, E.C.2. 





THE University of Manchester proposes to institute a prize to 
commemorate the services to the Faculty of Economics and Social 
Studies of Professor T. S. Ashton who, before taking up his present 
post in the University of London served for so many years in 
the Faculty in Manchester. Contributions (which should not 
ordinarily exceed one guinea) may be sent to Mr. A. H. Allman 
at Williams Deacon’s Bank, Mosley Street, Manchester 2. 














RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Vou. CIX, Part II, 1946. The Statistical Study of Infectious Diseases : 
Masor GREENWOOD. Improvements in Methods of Census and Survey 
Analysis : J. P. MAENDEVILL. 

Vol. CIX, Part ITI, 1946. Wool in the World Economy: GERDA Btav. 
Mutual Aid between the U.S. and the British Empire, 1941-45: R.G. D. 
ALLEN. 

Economica. 


May 1947. Malayan Rubber Policies: P. T. Bauer. Complementarity 
and Substitution in the Theory of Capital: L. M. Lacumann. Some 
Observations on Professor Lange’s Analysis: V. Marrama. The Mar- 
ginal Cost Controversy: a reply: J. A. Norpin. The Marginal Cost 
Controversy : some further comments : R. H. Coase. 


The Political Quarterly. 


JULY-SEPTEMBER 1947. Does our Migration Policy Make Sense? : BRINLEY 
Tuomas. The Man of Munich: L. Woour. The Decline and Fall of 
Greek Democracy, 1933-1936 (Part II): Str SypNeEyY WaTERLOw. The 
Negro inthe U.S.A.: W.A. Lewis. Equal Pay : GERTRUDE WILLIAMS. 
Marxism Re-viewed : Kincstry Martin. Trade Unions, Workers and 
Production : G. D. H. Coe. 


The Manchester School. 


May 1947. The Prospects for Foreign Trade in the Post-War World: J. 
VinER. The Economics of Uniform Pricing Systems: R. H. Coase. 
Incentives and Output in the Building and Civil Engineering Industries : 
I. Bowrn. The American Beveridge: B. StancuirFe. Social Security 
Developments in the United States: E.M. Burns. A Note on the Mer- 
chanting of Lancashire Cotton Goods. 


Population Studies. (A quarterly journal of demography.) 


Vou. I, No. I, June 1947. The Changing Fertility of the Japanese : IRENE 
B. TaEuBER and F. W. Norreste1n. Population Movemenis in Sweden 
in Recent Years: Cart-ERIK QUENSEL. French Demography in the 
Eighteenth Ceniury: P. E Vincent. Aspects of Recent Trends in 
Marriage in England and Wales: J. HAsNau. 


The Eugenics Review. 
JuLy 1947. The Physical Constitution and Mental Illness : LtNFoRD REEs. 
What is Eugenics?: C. P. Buacker. Human Genetics: H. GRUNEBERG. 
The Descendants of Sir George Villiers : P. BLOOMFIELD. 


Pilot Papers. 


JUNE 1947. Commentary by the Editor. The Present Situation in American 
Sociology: E. A. Surus. Te American Child: G. Gorrer. Report on 
the American Economy: G. Soute. How American Writers Earned 
their Livings : 1940-46: M. Cowtgy. The Crisis of Bureaucracy: L. 
— Public Opinion Surveys in France: Priscrtua and H. 

OVY. 
International Journal of Agrarian Affairs. 

Vou. I, No. 2, October 1947. The Changes of Hight Years in Agricultural 
Economics : H. C. M. Cass, O. B. Jesness, G. SHEPHERD, F. F.H1x1, 

SupuHIR Sen, W. M. Drummonp, E. Tuomas, W. E. Heats and D. A. E. 

HARKNESS, 
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Bulletin of the Oxford University Institute of Statistics. 


Vou. 9, No. 5. Working Class Income and Household Expenditure : T. 
Scuuutz. The Coal Shortage: D. SeeErs. 

Vou. 9, No. 6. Feeding a Family : T. ScHutz. Notes on some Balance of 
Payments Figures : A. R. Conan. 

Vou. 9, No. 7. The Problem of the British Balance of Payments: T. 
BatocH. The 1947 National Income White Paper: D. Srrrs. 

Vou. 9, No. 8. Consumption of Groceries and Rationing: T. Scuutz. 
The Implications of the Marshall Speech: H. D. HENDERSON. 


London & Cambridge Economic Service. 


Buiietin III, Vor. XXV. The Reconstruction of the Mercantile Fleet of 
the United Kingdom: M. G. Kenpaty. The Scottish Region: A. D. 
CAMPBELL. Output of Building and Civil Engineering Industries: I. 


BowENn. 
The Banker. 


Jury 1947. The Dollar Gap. Monetary Policy in the U.S. : E. H. Stern. 
Eire : an economic survey. 

Auaust 1947. The Twelfth Hour: Britain’s balance of payments problem. 
Holland at the Crossroads: J. H. Lusspers. Marshall Plan or 
India’s Banks through the Partition: G.Tyson. Britain’s New Exchange 
Structure: C. G. TetTHER. Reparations—Ceilings or Targets? : M. J. 
Bonn. Insurance in the Post-War World. 





The Bankers’ Magazine. 


JunE 1947. The Growth of Trustee Departments and their Future Pros- 
pects: B.C. Crovcn. London Banking and World Trade: P. BAREAU. 
The Export Crisis and Market Research. Insurance Agencies. 

Juty 1947. Two Years After. Str CHARLES LIDBURY. 

Aucust 1947. Monetary Disorder. The Banking Half-Year. 


Barclays Bank Review. 


May 1947. The Budget. The A.B.C. of the International Monetary Fund. 
The Gurney Group and the Norwich Bank : R. H. Morrram. 


Lloyds Bank Review. 


Juty 1947. The Empty Economy: J. R. Hicks. Germany without 
Incentive: M. Stamp. Indian Jute: Sm ALExaNDER R. Murray. 
National Income in the Transition : W. ManntnG Dacey. British Agri- 
culture: K. A. H. Murray. War-Time Changes in British Farming : 


D. SKILBECK. 
Midland Bank Review. 


Avucust 1947. Purposes and Perils of Statistics. Northern Ireland ; post- 
war developments and plans. Britain’s Farms and Britain’s Food. 


Westminster Bank Review. 


Avueust 1947. Planning and the Price System: F.W.Patsu. Is Ignorance 
Bliss? Facts about Fats. Balance of Payments. The British Farmer 
and the Food Situation. 

Planning. 


Vo. XIV, No. 267. International Trade after Ten Years. 
Vou. XIV, No. 268. British Immigration Policy. 

Vout. XIV, No. 269. The Plan and the Public. 

Vou. XIV, No. 270. Watling Revisited. 


International Labour Review. 


Marcu-Aprit 1947. One Hundred Sessions of the Governing Body. The 
Housing Problem in France: A. Sauvy. Social Insurance in the Soviet 
} ena Industrial Relations in Hungary. First Meeting of the Petroleum 
‘ommittee. 
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May 1947. Allied Policy on Wages in Occupied Germany: M. Ketty. 
Employment Service Organisation. The Franco-Italian Migration Agree- 
ments. Second Session of the I.L.O. Coal Mines Committee. 


The Canadian Journal of Economics and Political Science. 


May 1947. The Problem of Price Level in Canada: D. C. MacereEcor. 
Means of Payment and Prices in Canada, 1900-46 : Hart Buck. The 
Preservation of Civil Liberties: H. McD. Croxime. The Life Cycle of 
French-Canadian Urban Families : M. LAMONTAGNE and J.-C. Fawar- 
DEAU. The Distribution of Income among Wage Workers in Railway 
Employment, 1939-47: J. L. McDoucatu. Social Security: An 
Administrative Solution to the Dominion-Provincial Problem : R. Tuck. 


Sankhya.—The Indian Journal of Statistics. 


Marcu 1947. Mathematical Theory of the Symmetrical Factorial Design : 
R. C. Bosg. Parametric Relations in Multivariate Distributions: P. K,. 
Bose. A Mathematical Set-up leading to analysis of a Class of Designs: 
H.K.Nanpt. A Note on Critical Angles between two Flats in Hyperspace 
with Certain Statistical Applications: 8. N. Roy. 


Tata Quarterly. 
JANUARY 1947. The Banking Bill. Economic and Financial Review. 


The Quarterly Journal of Economics. 


May 1947. The Fallacies of Lord Keynes’ General Theory: J. Rurrr. 
The British Balance of Payments and Problems of Domestic Policy: A. 
E. Kann. Some Problems in the Explanation of Interest Rates: J. 
TINBERGEN. The British Imperial Preference System : D. L. GLICKMAN. 
Industrial Development of the Near East: B. D. WEINRYB. 


The Annals of the American Academy of Political and Social Science. 


May 1947. Women’s Opportunities and Responsibilities. 
JuLty 1947. Progress and Prospects of the United Nations. 


Journal of Political Economy. 


JUNE 1947. Public Policy in Labor Disputes : The Crisis of 1946: O. W. 
PHELPS. Average Cost and Long-Run Elasticity of Demand: H. M. 
OutveR. Volume of Savings, Quantity of Money, and Business Instability : 
C. WarBurton. Measuring State Tax Burden: A. 8S. DoNNAnHOE. 
Rental Analysis in Wartime: F. Repuicu. Hansen on Full-Employ- 
ment Policies: W. FELLNER. Businessmen’s Information about Profit- 
ability of Local Enterprises: GERTRUDE E. and A. R. OXENFELDT. 


The Review of Economic Statistics. 


May 1947. Two Discussions of the Employment Act of 1946 and its Early 
Operation: A. H. Hansen and J. VINER. American Agriculture: 
Schultz’? Analysis and Policy Proposals: J. 8S. Davis. A Note on the 
Davis Review of “* Agriculture in an Unstable Economy” : T. W. ScHuttz. 
The Reconversion Period: Reflections of a Forecaster: E. E. HaceEn. 
Economic Theory and the Age we Live in: O. H. Taytor. Wages and 
Prices—a case study: H. H. Wein. Liquidity Preference and Monetary 
Policy: J. Tostn. Professor Despres on ‘‘ Effects of Strategic Bombing 
on the German War Economy”: P. A. BARAN and J. K. GALBRAITH. 


Journal of the American Statistical Association. 


DrEcEMBER 1946. Applications and Problems of Productivity Data: C. E. 
Youna. Inspection Efficiency and Sampling Inspection Plans: M. 
Lavin. Elasticity of Physical Quantities and Flexibility of Unit Prices 
in the Dimension of Time: F.C. Mirus. Presenting Seasonal Variation 
to the Business Executive: A. 8S. DonnaHor. Some Applications of 
Multivariate Analysis to Economic Data: G. TrntNER. Reproduction 
Rates Adjusted for Age, Parity, Fecundity, and Marriage : P. K. WHELP- 
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ton. The Problem of Non-Response in Sample Surveys : M. H. Hansen 
and W.N. Hurwitz. Correction of ‘‘ Problems and Methods of the Sample 
Survey of Business”” : M. H. Hansen, W. N. Hurwitz and MARGARET 
GuRNEY. On the Economic Theory of Cost-of-Living Index Numbers : 
M. J. Utmer. The Computation of Partial Correlation Coefficients : 
F. V. WavucH. An Application of Sequential Sampling to Testing 
Students: D.J.CowpEen. The Statisticai Sign Test : W. J. Drxon and 
A.M. Moov. Tests of Increased Severity : C. W. CHURCHMAN and B. 
EpstEIn. Statistical Methodology Index No. 6: O. K. Buros. 

Marcu 1947. Social and Economic Adjustments in a Democratic World : 
I. Lupin. The United States Government Program for Statistics: E. 
CoNSTANTINE, W. H. Enauanp, P. M. Hauser, A. F. Hiyricus, G. A. 
Lams and C. TaEuBER. Problems of Multiple-Punching with Hollerith 
Machines: K. Benszamin. An Empirical Approach to Economic 
Intelligence in World War II: R. Ruaeres and H. Bropre. Grant-in- 
aid Apportionment Formulas: F.G. Cornett. Methods of Measuring 
the Marginal Propensity to Consume: T. Haavetmo. A Critique of 
“A Method of Making Actuarial Estimates for a Compulsory Health 
Insurance System”: R. J. Myers. Statistical Methodology Index, No. 
7: O. K. Buros. 

JunE 1947. Recent Productivity Trends and Their Implications: W. D. 
Evans. The Best Unbiased Estimate of Population Standard Deviation 
Based on Group Ranges: F. E. Grousss and C. L. Weaver. Interest 
Rates by Loan Size and Geographical Region: J.M. Hartwewyu. “ Cost- 
Utility” as a Measure of the Efficiency of a Test: J. Berkson. New : 
Indexes of Hourly and Weekly Earnings Compiled by the Federal Reserve 
Bank of New York: G. Garvy and R. E. Lewis. Farm Employment 
Levels in Relation to Supply and Demand as Per Cent of Normal: W. A. 
Henpricks. The Use of the Angular Transformation in Biological 
Assays: Lita F. Knupsen and J. M. Curtis. The Problem of Plot 
Size in Large-Scale Yield Surveys: P. V. SuxHatme. Irving Fisher 
1867-1947 : W. L. THorp. Statistical Methodology Index, No. 8: O 
K. Buros. 


American Economic Review. 


May 1947. Papers and Proceedings of the Fifty-ninth Annual Meeting of 
the American Economic Association. Some Current Cleavages among 
Economists: J. M. Ctark. The Economic Outlook of the United King- 
dom: Str Henry Cray. The Employment Act of 1946 and a System of 
National Book-Keeping: E. G. Nourse and M. A. Copetanp. The 
Economic Outlook: W. Tuomas, R. D. Nagss and A. H. TEmpte. 
Economic Forecasts: F. R. Gar¥FietD and J. Marscuax. The Social 
and Economic Significance of Atomic Energy: A. J. Coatx and 8. H. 
Scourr. Public Debt: History: E. J. Hamirton, B. U. Ratcurorp 
and F. W. Ferrer. The Public Debt: Effects on Institutions and 
Income: D. B. Woopwarp and A. J. Wickens. Monetary Aspects of 
Public Debt: W. Tuomas, J. B. Wituts and G. L. Bacw. Prices: 
Wartime Heritage and Some Present Problems: J.T. Duntor. Banking 
Problems : C. C. ABsporr and H. L. Reep. The Changing Character of 
Money: K. H. Nresyt, B. Grauam, E. C. Smumons, A. P. LERNER, E. R. 
Ropu, R. Trirrin, W. P. Eater and H. 8. Exuis. The Role of Social 
Security in a Stable Prosperity: L. Mrertam and E. J. Swan. Vital 
Problems in Labor Economics: Approaches and Areas for Research : 
C. A. Myers and F. H, Harsison. Productivity in the American 
Economy : B. Granam, J. Hirscn and W. D. Evans. Transportation 
and Public Utilities Problems : H. Asuton, F. K. Epwarpbs and W. N. 
LreonarD. Housing Problems: H. G. BRuNsMAN and C, WoopBurRy. 
International Trade Organization: C. Witcox and K. E. Kworr. 
Domestic Versus International Economic Equilibrium: A. SmirHtes and 
R. Nurxse. The Economy of the U.S.S.R.: P. SrupENSKI, J. WYLER, 
H. Scowarrz and A. GERSCHENKRON. Round Table on Economic 
Research: S. E. LELAND, R. B. HertesBowenr, J. S. Bary, H. D. Wor, 
W. S. HunsBerGer and D. Novick. 
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JuNnE 1947. The Disequilibrium System: J. K. GatBraitH. Guaranteed 
Wages : W. Hocuwatp. Federal Reserve Objectives and Policies: E. A, 
GOLDENWEISER. Monetary Management and Credit Control: A. 
Sprout. The ITO Charter: R. F. MIKeseEtt. 


Social Research. 


Marcu 1947. UNESCO: B. J. Hovpr. Peace-time Uses of Atomic 
Energy: B. Precer. Displaced Persons—a Human Tragedy of World 
War II: J. A. Beraer. Denazification. Social Insurance versus Poor 
Relief: Frrepa WounvDerticu. Employment in 1947: H. NEIsszmr. 
Immigrant Adjustment in Yankee City: E. Fiscuorr. 


Econometrica. 


Aprit 1947. Irving Fisher at Highty: R. Friscu. Response to Professor 
Frisch: Irvine FisHer. Mathematical Economists and Others: a 
plea for communicability: J. M. CrarK. Statistical Analysis of the 
Demand for Food: Examples of Simultaneous Estimation of Structural 
Equations: M. A. Girscnick and T. Haavetmo. The Use of Econo- 
metric Models as a Guide to Economic Policy: L. R. Kien. 

Juty 1947. Dynamical Coupling with Especial Reference to Markets Having 
Production Lag: R. M. Goopwin. La distribution du revenu entre les 
divers biens: R. Roy. The General Elasticity of Demand: H. B. 
Woottey. Note ona Light Plant’s Cost Curves: J. A. Norpin. Some 
Problems Arising in Estimating Economic Relations: L. Hurwicz. A 
Note on a Maximum-Likelihood Estimate: T. W. ANDERSON. A Note 
on a Problem of Ragnar Frisch: C. RaDHAKRISHNA Rao. 


Harvard School of Business Administration. 


Butietin No. 126. Operating Results of Department and Specialty Stores 
in 1946: M. P. McNarr. 


The Journal of Economic History. 


May 1947. Jackson, Biddle, and the Bank of the United States: B. Ham- 
mMonD. Inner Asian Frontiers: O. LatrimorE. Governmental Policy 
and the Domestic Telegraph Industry: H. H. Gotptn. The Decline of 
the Medici Bank: R. DE RoovEr. 


Agricultural History. 

Aprit 1947. The American Farmer and the “ Last Best West”: P. F. 
SHarp. Pehr Kalm’s Observations on the Fences of North America: 
EstHer L. Larsen. The Spread of Improved Cattle through the Eastern 
United States to 1850: G. F. Lemmer. The Early History of Seed 
Treatment in England: F. A. Butrress and R. W. G. DENNIS. Agri- 
cultural Readjustment and Agrarian Unrest in Illinois, 1880-1896 : C. M. 
DrstitER. Plantation Letters of a Southern Statesman: John Sharp 
Williams and Cedar Grove : G. C. OsBorN. 


Journal of Farm Economics. 


May 1947. Programmatic Research and Agricultural Policy: C. M. 
Harpin. Farm Price Gyrations—an Aggregative Hypothesis: W. W. 
CocHRANE. Use of the pera Principle in Transferring the Farm from 
Father to Son: R.R. Botts. Maladjustments in the Wool Industry and 
Need for New Policy: C.D. Hyson. Reproduction and Replacement of 
Farm Population and Agricultural Policy: G. W. Hi and D. G. 
MarsxHatt. Evaluating Soil Conservation: E. C. Wetrzety. Integra- 
tion a Marketing and Production Services by Florida Citrus Associations : 
or - Hamitton. Measuring the Family Farm: O. J. Scovitte. 

ee Technology on Southern Agriculture: G. W. Forster. The 
Baste ample Project and its Use in Agricultural Economics: R. J. 
ESSEN. 
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Foreign Affairs. 

Jury 1947. Hurope Revisited : H.F. Armstrone. Putting the Nuremberg 
Law to Work: W. E. Jackson. The Sources of Soviet Conduct: X. 
Anglo-American Rivalry and Partnership—A Marxist View: E. Varaa. 
Patterns of Peacemaking: Str Cuartes K. WeEsstTER. Conflicts M4 
Principle in Drafting a Trade Charter: J. VINER. Lord Acton: Apos 
of Liberty: G. P. Goocu. Latin America’s Multiplying Peoples: K. 
Davis. Self-Government in U.S. Territories: E.G. ARNoxtD. The Lost 
Opportunity for Russian—Polish Friendship: W. W. Kutsxi. French 
Critics and Apologists Debate Munich: M. Baumont. The Dutch- 
Belgian Economic Union: D. T. Roperts. 


Bulletin of the Business Historical Society. 

Aprit 1947. Arthur Lowes Dickinson : Pioneer in American Professional 
Accountancy: Mary E. Murpxy. The Drummer in Early American 
Merchandise Distribution: L. M. FriepmMan. A Program for the 
Management of Business Records : I. P. SCHILLER. 


Transactions of the American Philosophical Society. 
New Series. Vot. 37, Part 2. The Food Stamp Plan, Moving Surplus 
Commodities with Special Purpose Money: J. D. Coppock. 


Review of Social Economy. 


Vou. V, No. 1, January 1947. Papers and Proceedings of the Fifth Annual 
Meeting of the Catholic Economic Association. Implementing the Social 
Encyclicals in the American Economy: J. F. Cronin. Institutional 
Changes Affecting the Exercises of Monetary Controls: R. J. SAuULNIER. 
The Economics of Control: a clarification of its fundamental aspects : 
F. Bazerwatp. Labor’s Participation in Management: P. V. KENNEDY 
and G. BRIEFS. 

Revue D’ Economie Politique. 


Marcu-Arrit 1947. Reconstruction des Economies nationales: B. S. 
CHLEPNER. Une théorie “‘ simple” des fluctuations économiques: G. 
TINtTNER. Impét et emprunt: G. VEDEL. L’évolution de la théorie des 
cotits comparés dans les vingt-cing derniéres années : J. LAJUGIE. 


Revue de Science et de Législation Financiéres. 


January, Fespruary, Marca 1947. Situation monétaire et financiére 
actuelle de ’ Allemagne : L. Davin. L’assainissement monétaire, financier 
et économique aux pays-bas: D. Rormers. La réforme fiscale projetée 
en Turquie: F. Neumark. Problémes financiers de reconversion: A. 
BarrkErReE. Chronique financiére étrangére: Le Projet du Budget des 


Etats-Unis en 1947: R. SEnvotse. Chronique de législation fiscale : 
G. Morance. Chronique de jurisprudence fiscale: M. CHRETIEN. 
Population. 


JaNUARY—MarcH 1947. Faits et problémes du jour: A. Sauvy. Guerre 
et population: P. Vincent. L’enfant et la famille devant Vimpét: A. 
Sauvy. Le contréle de l’emploi des prestations nee : J. DouBier. 
La population féminine active en France et a Vétranger: J. Daric. Le 
probléme du lait en France: A. Micuor. La population allemande. 
Situation actuelle et perspectives: S. LEDERMANN. Caractéristiques 
démographiques du Brésil contemporain: J. Lampert. La politique 
sociale et démographique en Finlande: A. PerpoN and L. Tapan. Les 
Berbéres entre l’ Islam et V’Occident : A. BERTHIER. 


Le Hainaut Economique. 
OcropeR 1946. Les Journées Economiques du Hainaut: R. THone. 
Un Impét sur le Capital au XVI Siécle: M. Arnoutp. Le Conseil 
conomique Wallon: C. Bare. Coup d’qil sur la Situation Economique 
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de Tournai et du Tournaisis : G. BARTHOLOME. La Science et l’Industrie : 
R.-J. BrapFer. L’Institut de Recherches Economiques du Hainaut : 
M. Drecusex. Regards sur la Structure Economique du Hainaut: P. 
GituaIn. L’ Enseignement Technique du Hainaut: R. G. RANDMAITRE 
La Modernisation du Canal de Charleroi: L. Ti1son. 


De Economist. 


Marcu, 1947. Waar staan wij?: Ep. VAN CLEEFF. An attempt to view 
planning against the wider background of the events of the time. Three 
points are considered : (i) the double tendency which has long governed 
our culture, (a) to remove old restraints, and (b) to form new links of 
connection ; (ii) the influence of the war, whether as a “ precipitant ”’, or 
as a turning-point; (iii) the special factors which govern society at the 
moment (December, 1946). nm (i), the process of dissolution has been 
going on since the Middle Ages; the tendency to new “‘ bonds ”’ on a large 
scale since 1880. The tendency to the severance of restraints was the 
stronger until about 1927-1933; since then the reverse has been true. 
The importance of trade to Holland is emphasised. Trade is not so 
easily reduced to order : the merchant is more linked up with the liberal 
order than the industrialist or the agriculturalist. On (ii), it is argued 
that the war was an intermezzo rather than a turning-point. Even in 
1939-1945, there was little or nothing essentially new, nothing enduring 
that was not already rooted in the pre-war evolution. There was much 
change in tempo, slowing down or quickening; and from this arose 
disharmony. The war was a precipitant; and this has advantages but 
also disadvantages. On (iii) there is a psychological comparison of the 
attitude of the people in December, 1945, and in December, 1946. In 
December, 1945, the prevailing attitude was one of “‘ nervousness ”’: in 
the intervening year there has been an apathetic infusion. The problem 
of planning has to be viewed in the light of these wider considerations. 
Planhuishouding en theoretische economie: F. Hartoa. A consideration 
of the position of Economic Theory confronted with an economic order 
in which the economic process is consciously directed to a determined 
end. Attention is given to the views of Mises that economic action is 
impossible in a socialist economy, because of the absence of economic 
calculation. The history of this controversy is reviewed. Enkele 
aanteekeningen betreffende het dynamisch element in de functioneele 
verdeelingsleer : LreM Kone Liat. Largely a summary and an evalua- 
tion of the views advanced by Mr. J. R. Hicks in his Theory of Wages. 

Aprit—May, 1947. Marktvorm, kostenverloop en structuur van de handel : 
J. ZisustRa. There have been frequent complaints of inadequate 
co-operation between the exponents of social economy and of business 
economy. This is not surprising in view of the enormous development 
in social economy since 1930, e.g., the theory of imperfect competition 
or the “ revolution ” in monetary and trade-cycle theory due to Lord 
Keynes. On the other hand, “ business economy ”’ (the theory of the 
organisation and technique of trade) has stood still during this period. 
The article is largely concerned with criticism of certain observations by 
Dr. van Muiswinkel, to the effect that the producer of an industrial 
product, under increasing returns, fixes his price directly on the basis 
of his costs; whereas in agricultural production, increased production 
brings greater costs and is only undertaken if the price rises. These 
propositions are considered in the light of the theory of perfect and 
imperfect competition. It is the contrast between complete competition 
and other forms of organisation that is significant, not the contrast 
between Increasing and Diminishing Returns, still less the contrast 
between Industry and Agriculture. De internationale economische 
gevolgen van den toestand in Duittschland. The report of a Committee, 
appointed by the President of the International Chamber of Commerce, 
on the international economic consequences of the position in Germany. 

JuNE 1947. Nieuwe regeling van het Nederlandsche muntwezan: G. M, 
Verrisn Stuart. A draft measure providing for a new regulation of 
the currency system of the Netherlands was submitted to the Second 
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Chamber on June 12, 1947. The immediate occasion of this measure 
is to be found in the unsatisfactory condition into which the currency 
fell during the German occupation. But the Government have taken 
the opportunity of surveying the whole position. The writer of this 
article (who was Chairman of the Royal Commission leading to this 
measure) surveys the history of the currency of the Netherlands since 
1388, when the Gulden first appeared as a coin; and examines the 
effect of the legislation now pending. Monetaire vooruitzichten in 
Frankrijk : H.W.J.A. VREDEGOOoR. Since the beginning of the year 
the French Government have had considerable success in stopping the 
rise in prices and the advance of wages; but in the last few weeks this 
not-unfavourable development has ended. The steps taken by the 
French Government to combat inflation and the difficulties with which 
they are confronted are discussed, with particular reference to the place 
and the influence of the Black Market. The probability of a further rise 
in prices is indicated. De kosten van het levensonderhoud voor gezinnen 
van gesteunden te Amsterdam in 1934/35 en 1947: J. MeERDINK. An 
attempted comparison of the cost of living of unemployed in Amsterdam 
(living on relief, etc.) for the period October 1934—February 1935 and 
the period January-March 1947. 


Revue de L’ Institut International De Statistique. 


14rH YEAR, Vots. 1-4. Comment remédier a la signification indélerminée 
des indices statistiques traditionnels : G. HOSTELET. 


Kyklos. 


Vou. I, Part 2, 1947. Political Economic Cycles: J. AKERMAN. Pro- 
ssion de la dette publique et amortissement : H. LAUFENBURGER. 
Die Ursachen des Strebens nach Wirtschaftsordnung: C. A. VERRIJN 
Stuart. Le Plan frangais: A. Marcuau. Lord Beveridge on Full 
Employment : P. T. BAUER. 


Schweizerische Zeitschrift fir Volkswirtschaft und Statistik. 


June 1947. Les nationalisations et leurs limites financiéres: H. LAUFEN- 
BURGER. Die LErkldrung des Wertes der Produktionsfaktoren: A. 
Amonn. Zum _ Wirklichkeitsgehalékonomischer Theorien: LOUISE 
SoMMER. 

Aussenwirtschaft. 


Marcu 1947. Der schwedische Export in der Zwischenkriegszeit: A. 
MontTGoMERY. Betrachtungen zur tiirkischen Aussenhandels- und Wah- 
rungspolitik : F. NeuMAaRK. Das Statut fiir eine internationale Handels- 
organisation: H. BacuMann. Zur angelsdchsischen Diskussion iber 
Multilateralismus und Vollbeschaftigung: E. Kine. Aussenwirtschaft- 
liche Chronik : H. BacnMANN and A. BossHARDT. 

JUNE 1947. Die Welthandels-Charta und das Postulat einer Erhéhung des 
schweizerischen Zolltarifes: A. BoSSHARDT. Aussenhandel und Aussen- 
handelspolitik der Sowjetunion: W. A. J6ur. Internationale Waren- 
abkommen im Bereich der Landwirtschaft : F.W.Rrierret. Aussenwirt- 
schaftliche Chronik: H. BACHMANN and A. BossHARDT. 


Giornale degli Economisti. 


NovEMBER-DECEMBER, 1946. Arti e Compagnie Mercantili Toscane del 
due e del trecento e il principio della pubblicita per registrazione: A. 
Sapori. It would be misleading to take the rolls of ‘‘ matriculation ” 
and “ books of contracts ”’ of the mediaeval Arts, in Siena, Lucca and 
Florence, as first evidences of modern compulsory registration and 
publicity for companies, since essentials such as compulsion to make 

entries, or freedom for non-members of the Art to consult its rolls, were 

absent. Sul concetio in genere di rischio e di rischio statico e dinamico: 

R. Macer. The third and concluding section, with logical and mathe- 

matical appendices. Varia: A. Lorta. C. Bresciani-Turroni e la 
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politica economica:: A. Maccuioro. A critical review of two recently 

ublished books by Prof. Bresciani-Turroni; Introduzione alla Politica 

conomical (2nd edition, 1944) and I Programma Economico-Sociale de 
LTiberalismo (1945). The main line of criticism of the first is that Prof. 
Bresciani-Turroni, having carefully separated the science of economics 
from economic policy, proceeds, in effect, to identify (1) economic science 
and liberal economic doctrine, thus setting up a “‘ neutral ’’ science as a 
definite standard in economic policy, and (2) economic science and th 
Paretian general equilibrium system. L’Errore dei programmatori: 
G. Demaria. A plea that, among other things, the increase in invest- 
ment necessary for solving the unemployment problem should be left 
primarily to individual initiative rather than to a policy of public works of 
the usual type. Although the latter may absorb much labour imme- 
diately, scarce capital is wasted on ‘white elephants’, and no incentive 
is given to labour to raise its standards by training. 


JANUARY—FEBRUARY, 1947. Coerenza e stabilita nella condotta economica 





razionale:: V. DomineDO. A mathematical study of the coherence and 
stability of equilibrium positions in the markets for different goods, and 
of the problem of the degree of utility. I limiti economici delle nazion- 
alizzazioni: G. D1 Narpi. An attempt to provide economic criteria of 
the extent to which nationalisation should be pushed. (i) A mixed system 
of competing nationalised and non-nationalised enterprises is required ; 
(ii) the public concerns must earn at least the rate of interest on the 
government loans necessary for nationalisation. La “ Via alla serviti” 
di F. A. v. Hayek: F. Dt Fentizio. A review stressing the book’s 
development out of Prof. Hayek’s previous work. Il problema dell’ 
I.R.I. nell’economia italiana: G. Stammati. An examination of the 
activities of this State Institute in winding-up companies which -have 
failed financially, and re-starting them under certain final government 
controls. The ‘‘ salvage” operations are by nature “ anti-economic ” 
and must rest on political decisions. The final control of the enterprises 
when re-started offers important opportunities for government inter- 
vention in the economy, while still retaining capitalist forms of organisa- 
tion. Sulla relazione tra gli indici “‘ alfa” e “‘ delta”? : M. DE Vercor- 
TINI. The merits and demerits of these two indices (used by C. Grnt in 
his Memorie di metodologia statistica, Milan, 1939) in reflecting varia- 
tions in the distribution of incomes. Note di statistica economica: G. 
TAGLIACARNE. Notes on (1) the preferability of the geometric mean in 
constructing index numbers, (2) the calculation of annual averages, and 
(3) the occasions when correction of monthly figures for the number of 
days in the month are not appropriate. Sul metodo matematico in 
economia : R. Maaer. A criticism of the identification of determinate- 
ness in the economic sense with that of a function. Nota critica sulla 
test Hayekiana dell’effetto di Ricardo: I. GasPpartni. A review of the 
discussion on the Ricardo effect. The increase in.incomes in the capital 
good industries leading to.price increases in the consumption good 
industries, which is the first link in the chain of events, is not compatible 
with the fixed rate of interest which Prof. Hayek assumes (though it is not 
essential to his argument). Ancora in merito ad una osservazione critica del 
Pareto: A. GAMB1Ino—A. De Toma. Discussion of the article on Pareto’s 
critique of the Ricardian doctrine of comparative costs which appeared 
in the Giornale for May-June 1946. In margine a talune ricerche di 
“* Econometrica’: G. Demarta. “ Econometrics,” as represented by 
T. Haavelmo’s The Probability Approach in Econometrics (1944), is 
charged with lack of interest in economic reality, and obscurity on the 
level of modern surrealist poetry. A proposito dei consigli di gestione : 
F. Jaracn. Il grado di squilibrio monetario nel mondo: G. DEMARIA. 
Using data for many countries from 1913 to 1946 a ‘‘ quantity equation ” 
is built up, from which it appears that movements of prices are most 
closely linked with the amount of the monetary circulation, and that the 
relation between the two varies in normal years only within strict limits. 
The value expressing this relation in 1946 is very low (the quantity of 
money has increased to a great extent while prices have been held down), 
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suggesting a disequilibrium which will probably soon be resolved by price 
increases in many countries. 
Rivista di Economia Agraria. 

JUNE 1947. Contratti agrari e distribuzione della proprieta: A. SERPIERI 
and M. Torani. Economia e diritto come metodi diversi per lo studio 
dell’agricoltura : B. Rosst. Proprieta fondiaria e contratti agrari nella 
Sila: A. Russo. La contabilita di stalla nella sua evoluzione: C. 
VANZETTI. 


Review of the Economic Conditions in Italy (Banco di Roma). 
May 1947. Foreign Loans and Italian Economy : C. Brescrant TURRONI. 
Juty 1947. Economic Progress and Capital Investments: F. CoprpoLa 


D’ANNA. 
Ekonomisk Tidskrift. 

JunE 1947, Vou. XVI, No. 2. A National Economic Budget: P. J. 
BsERvVE. A Norwegian analysis of the concept, working and advantages of 
anational economic budget. A significant article, as the author is a young 
Norwegian economist who has ministerial responsibility. Finland’s 
Trade with Russia : Past and Present : Huco E. Prprinc. An analysis 
of past trends in trade relations between Finland and Russia and the 
effects of reparation payments on the Finnish economy. Of the whole 
of Finland’s exports (including reparation and restitution payments), 
the share taken by Russia was 75% in 1945 and 43% in 1946. If we 
confine ourselves to the “ free’ part of the trade, the chief suppliers 
of imports in 1946 were Russia and England (21% each) and U.S.A. 
(19%). In the same year England was the best customer, receiving 
26% of Finnish “‘ free ’ exports, while Russia took 20%, Denmark 11% 
and U.S.A. 7%. The quantitative importance of Finnish products for 
Russia has much increased compared with former times. One of the 
long-run problems is whether Russia, when reparation payments have 
ended, will continue to buy engineering products to the extent necessary 
to utilise the greatly expanded capacity of the Finnish metal industry. 
Problems of Method in analysing the Structure of Production and Distribu- 
tion in an Industry: F. Krist—ENsson. An examination of the ground- 
work that needs to be done if the analysis of the structure of industry 
is to be theoretically satisfying and empirically fruitful. The advantages 
of “‘ causal ”’ analysis are weighed against those of ‘‘ model ”’ analysis, 
and the major difficulties facing statistical inquiries are reviewed. 
Reflections on the Dynamics of the Free Enterprise System: A. OstTLInD. 
This article is based on the argument of the author’s book, Det privata 
ndringslivets dynamik (The Dynamics of the Free Enterprise System) 
published in 1946. He expresses the relationships between various 
total categories, e.g. volume of production, prices, etc., in the base 
period in a system of five equations: then there is another system of 
equations for the changes in these categories between the hase period 
and the next period (yearI). The method involves a functional relation- 
ship between changes in the volume of output of consumption goods 
and changes in other quantities, e.g., the consumption price level, the 
volume of output of capital goods, the price level of capital goods, etc. 
Assuming an “ isolated ” shift in the price level of consumption goods 
between the year 0 and the year I, the author analyses the effect on 
the production of consumption goods expressed in ‘“‘ volume units.” 
He then goes on to examine the influence of changes in the wage level 
on consumption prices and volume of output of consumption goods. 
An interesting feature of Ostlind’s work is that he has no use for the 
ex ante formulations of Lindahl and Myrdal. Unless the reader is 
familiar with the technique set out at length in the author’s book, he 
may well find the argument in this article somewhat difficult to follow. 


Skandinaviska Banken Aktiebolag. Quarterly Review. 


JuLy 1947. The Monetary Significance of Investment: PER JACOBSSON. 
Wage Trends in Sweden since 1939: B. KucetBerc. An Experiment 
No. 227—vo.. Lvm. EE 
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in Top-Executive Education :S.Cartsson. The Accumulation of Capital 
in Swedish Banks and Insurance Institutions. The Economic Situation 
during the Second Quarter of 1947. 


Index. 
No. 172. Jung 1947. Economic Survey. March 15-June 15, 1947. 


L’ Egypte Contemporaine. 


May-DerceMBER 1946. The Egyptian National Life Tables, No.2: AHMAD 
Gap ABDEL RauMANn. Seasonality of the Egyptian Export Trade: 
Mowamep Hosny Et Sap. Traitement des ordures ménagéres: S&S. 
Mrnaetorr. L’organisation du Crédit Agricole (en arabe): Aty 
Tewrik Haaeaa. 

JANUARY-FEBRUARY 1947. Un programme de réforme agraire pour 
VEgypte : Mirrir Guat Bry. Quelques suggestions en vue de la réforme 
du Conseil d’Etat: Antoun Srer Bry. Egypt and the organisation 
of the International Finance today : MAHMOUD SALEH EL FALAKI Bey. 
——— analysis of company profits in Egypt: Hassan MOHAMED 

USSEIN. 


Mirovoe Khoziaistvo 1 Mirovaia Politika (World Economics and World 
Politics), Moscow. 


Nos. 7-8, 1946. The Historic Victory of the Soviet System in the Great 
Patriotic War: M. Rusinsterxn. The Economic Disarmament of 
Germany and the Reparations Question: I. Fatncar. War-Time 
Capital Investment in U.S.A.: L. MENDELSON. Elections and Referen- 
dum in Italy: P. Lisovsky. Contemporary Problems of American Tech- 
nique: M. Boxsuitsky. Industry in Continental Europe after the War: 
V. Carra. The Famine in India and the Indian Peasantry : R. Gur- 
vircH. Hire: I. Zvavircn. 

No. 9, 1946. The Chinese People in Struggle against Reaction : V. AVARIN. - 
U.S.A. Expansion on the Seas: L. Ivanov. The Post-War Production 
Crisis and its Causes: R. Levina. India’s Struggle for Independence : 
V. BusHevitrcn. Ferrous Metallurgy in Capitalist Countries during the 
War Years and the Post-war Period: L. Rotrsurp. Agrarian Reform in 
the Soviet Occupation Zone of Germany: A. PeTRusHOv. The Economic 
Reconstruction of Germany : G. GERTZOVITCH. 

Nos. 10-11, 1946. The 29th Anniversary of the October Revolution: 
Speech of A. A. ZHpaNOv. Japan since Capitulation: K. Arpus. 
Strategic Bases for U.S.A. and Great Britain: V. CHEePRaKov. The 
Nuremberg Trial : M.Gus. The Credit-Money System in England during 
the Second World War: E. Brearet. The Contemporary Situation of 
Brazil: O. Kuesmet. American Economic Plans in China: N. Vatnz- 
VEIG. 

No. 12, 1946. Concerning the Question of Anglo-American Relations: I. 
Lemin. The Internal Political Situation in U.S.A. after the War: V. 
Lan. The Conflict in the Labour Party on Questions of Foreign Policy : 
P. Powiak. Japanese Monopolies during and after the War: M. LuKtia- 
nova. The Internal Political Situation of Austria: A. TER-ZAKHARIAN. 
The Struggle for Working Class Unity in Germany: A. KorsuNSsKI. 
Viet-Nam : Indo-Chinese Democratic Republic: V.VassturEva. Indus- 
trial Crises in Pre-Monopoly Capitalism : IL. MENDELSON. 

No. 1, 1947. Civil War in China: V. MastenniKov. France after the 
Elections: V..Liustmova. The Victory of the Deomocratic Forces in 
Roumania: V. Carra. Problems of World Trade after the War: E. 
GORPHINKEL. New Data on the Concentration of Capital in U.S.A.: 
V. CHEPRAKOV. 

No. 2, 1947. The First Peace Treaties: Z. Liepat. England’s Post-War 
Relations with the Dominions: A. MiLerKovsk1. The Struggle for Oil 
in the Capitalist World: A. Sanratov. Bourgeois Science in Search for 

Ways of Saving Capitalism from Crises: L. MENDELSON. 
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Planovoe Khoziaistvo (Planned Economy), Moscow. 


No. 6, 1946. Economic Results of 1946. The Development of Cooperative 
Trade in the Towns: N. Stporov. The Grain Harvest and the Struggle 
against Drought : T. Kovau. Systematic Lowering of Costs of Production : 
L. MAISENBERG. About Questions of Trade in Soviet Economy: K. 
OsTROVITIANOV. Radiolocation and its Use: V. SHamsHur. In 
Search of Crisis-free Capitalism : M. Smrr. 

No. 1, 1947. The Problem of Improving Agriculture in the Post-war Period : 
S. Demipov. Post-war Economic. Reconstruction in U.S.S.R.: B. 
SuKHAREVSKY. T'o Hasten the Restoration and Development of the Oil 
Industry of Baku: M. Mxrroutan. Liquidating the Backwardness of 
Agricultural Machinery Manufacture: P. Nrxitrn. Lenin and the Start 
of the Socialist Reform of Economics : I. GuapKov. From the History of 

oviet Statistics: I. Pisarrev. The Economic Situation of U.S.A. in 
1946 : I. SosENSKY. 

No. 2, 1947. The Mobilisation of Financial Resources for the Fulfilment 
and Overfulfilment of the 1947 Plan: A. ZverEev. Pressing Problems of 
the State Inspectorate for Harvest Estimates attached to Gosplan: V. 
SavELIEV. The Economics of Fuel: An Important Economic Problem : 
F. AVRAMENKO and V. SuLinov. On the Question of Socialist Repro- 
duction: A. Petrov. On Crises of the Capitalist System of World 
Economy : 8. Lier. 


Izvestia (Bulletin) of the Academy of Sciences of U.S.S.R.: Economics and 
Law Series. 

No. 4, 1946, contains an article on The Economic Doctrine of Keynes, by I. 
G. BiiuMEN and on The Organization of Soviet War Economy in 1918- 
1920 by I. A. GuapKov. 

No. 5, contains: Bourgeois Economic Science in France at the Beginning of 
the Second World War : G. M. Movsnovircu. 

No. 1, 1947, contains: The Legal Position of the State Bank of U.S.S.R.: 
R. O. Hatpoina. Fundamental Questions in the Teaching of Marx and 
Lenin about Productive Labour in Capiialism and Socialism: Y. A. 
Kronrop. Working Class Savings and the Distribution of Income: P. 
P. Mastov. 

No. 2, 1947, contains: The Aliered Distribution of the Main Agricultural 
Crops in U.S.S.R. from 1903-1940: E. 8. Karnauxuova. The Con- 
ditions for Socialist Planning : 8. G. StRUMILIN. 





NEW BOOKS. 
British. 


AwoLowo (OsaFeMi). Path to Nigerian Freedom. London: 
Faber and Faber, 1947. 9”. Pp. 137. 7s. 6d. 


[A critical survey, by an educated Nigerian, of the methods and objectives 
of British rule in Nigeria. Miss Perham, in a foreword, strongly commends the 
book, while stating the grounds for her own disagreement with much of it in 
words with which many English readers will probably agree: ‘‘ Mr. Awolowo... 
admits, as his book proceeds, the disunity and political immaturity of Nigeria, 
while his frank analysis, both of achievements and problems, is in effect a justifica- 
tion of much, if not of the whole, of British policy. In other words, he is ready 
himself to recognise and to face truths which he resents hearing from us. This 
suggests the idea . . . that the main barriers between the British and the 
Nigerians . . . lie more in the sphere of psychology than of practical politics.” 
Mr. Awolowo’s book is important in showing how the educated minority, far 
more important than their numbers, are thinking to-day.] 














412 THE ECONOMIC JOURNAL [SEPT. 





BaNAVALIKAR (A. §.). The Textile Policy of Madras Government. 
(A study of its economic possibilities.) Delhi: Mrs. Kamala Bana- 
valikar, 1947. 8}. Pp. 64. 4s. 

[An examination of the declared policy of stabilising the present numbers of 
looms and spindles and of providing for all increases of consumption by hand- 
spinning and hand-weaving.] 

Barovu (N.). British Trade Unions. London: Victor Gollancz, 
1947. 7”. Pp. xvi-+ 271. 7s. 6d. 

[To be reviewed.] 

CALLAGHAN (J.) and others. Czechoslovakia: Six Studies in 
Reconstruction. London: Fabian Society and George Allen and 
Unwin, 1947. 84’. Pp. 66. 2s. 6d. 

[This contains six studies of Czechoslovak problems: Czechoslovakia in 
World Affairs, by Shiela Grant Duff; Parties and Politics, by John Parker; 
Towards a New Constitution, by Carol Johnson; Education in New Czechoslovakia, 
by H. D. Hughes; Ex ic Pl ing and Nationalisation, by Michael Young; 
Trade Unions in Czechoslovakia, by James Callaghan. Appendices give the 
necessary statistical and factual background. The authors of this symposium 
visited Czechoslovakia in September 1946 and the chapters record their individual 
impressions. } 

CHowpuHuRyY (R. C.). Industrial Planning. Allahabad: Indian 
Press Ltd., 1947. 9’. Pp. vi+ 144. Rs. 6. 

(Mr. Chowdhury, who is Reader in Commerce at Allahabad University, 
approaches the problem of industrial planning for India from the practical end. 
After discussing the problems of trained and expert manpower, he makes a strong 
plea for more education in engineering, which he regards as the best qualification 
for higher management. He discusses in detail the technical and other practical 
problems of setting up a number of specific industries in India.] 

CroomE (H. M.). The Candidate’s Companion. Notes for ex- 
aminees in elementary economics. London: Christophers, 1947. 
74”. Pp. 175. 5s. 

[To be reviewed.] 

Danvers (A. Ciirron). The Small Man’s Guide to Profitable 
Investing. London: Vawser and Wiles (555 Lea Bridge Road, 
Leyton, E. 10), 1947. 7}. Pp. 167. 4s. 6d. 

(This is a brief popular account of the background to investment : joint stock 
companies and forms of securities, new issues, balance sheets, the Stock Exchange, 
jobbers and brokers, dealing, speculation, price changes and their causes, and 
soon. It isa useful background which rightly eschews the dangers of indicating 
the primrose path to success—or failure.] 

Das (N.). Unemployment, Full Employment and India. Cal- 
cutta: All India Publishing Co. Ltd., 1946. 83’. Pp. 70. Rs. 3. 

[A survey of the difficulties of achieving a full employment policy for India. 
The author is convinced that a programme of full employment is practicable, 
despite formidable difficulties.] 

Davis (NoraH M.). Human Problems in Industry. London: 
Nicholson and Watson, 1947. 83’. Pp. 127. 6s. 

[This is a popular account, supplemented by illustrations, diagrams and 
charts, of the contribution that industrial psychology has made, or can make, 
to the problem of the happiness and contentedness of the industrial worker.] 

Derrick (P.). Lost Property. London: Dennis Dobson, 1947. 
83”. Pp. 180. 8s. 6d. 

[To be reviewed.] 

Dickinson (R. E.). City, Region and Regionalism. A _ geo- 
graphical contribution to human ecology. London: Kegan Paul, 
Trench, Trubner, 1947. 83’. Pp. xv + 327. 2ls. 

[To be reviewed. ] 
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Drvatta (M. V.) and Trivept (H. M.). Industrial Capital in India 
(1938-39). Bombay: N. M. Tripathi Ltd., 1947. 84’. Pp. viii +- 
91. Rs. 5. 

[This monograph represents a pioneer attempt to fill a very serious gap in 
Indian statistics. When the idea of developing Indian industry by a large-scaie 
investment plan was first mooted, it became apparent that there were no existing 
estimates of the volume of present industrial capital in India. The authors 
have attempted to fill the gap. They would not claim precise accuracy but they 
have almost certainly been successful in establishing satisfactorily the orders cf 
magnitude. They adopted various methods and have used them to check each 
other ; their main reliance is on estimates of capital per unit of product, grossed up 
to cover the whole industry, and on estimates of annual imports of machinery 
multiplied by the years of life of the machinery. Where such methods could not 
be used, they have sometimes been forced to estimate from such data as are 
available for India or elsewhere the ratio of net to gross value of production and to 
deduce the order of magnitude of the capital employed from figures of gross value 
of production. In a large sector of industry little more was known than the 
numbers employed; here a guess of gross value of product per head had to be 
made as a starting-point. It can be inferred that precise accuracy was unattain- 
able. But for practical purposes the investigation has been fruitful in giving an 
idea of the orders of magnitude. ] 


Finer (H.). Road to Reaction. London: Dennis Dobson, 1946. 
84”. Pp. 131. 8s. 6d. 
[To be reviewed.] 


Fossett (G. E.). The Old English Farming Books from Fitz- 
herbert to Tull, 1523 to 1730. London: Crosby Lockwood and Son, 
1947. 83”. Pp. 141. 12s. 6d. 

[To be reviewed.] 


GinsBERG (M.). Reason and Unreason in Society. Essays in 
Sociology and Social Philosophy. London: London School of 
Economics and Political Science, and Longmans, Green, 1947. 9”. 
Pp. 327. 15s. 

[To be reviewed.] 


GopaL (M. H.). Basis of Public Salaries. Mysore Printing and 
Publishing House, 1946. 7”. Pp. 140. Rs. 3. 


[Dr. Gopal has found a fascinating subject—how Civil Service salaries are 
determined in theory and in practice. A table shows the wide discrepancies. 
In the U.S.A. the highest Civil Service salary is equal to sixteen times the average 
national income; in the U.K. it is thirty-seven times; in pre-war Germany 
forty-nine times; in India 480 times. (One may divide these ratios by, say, five 
if one wishes to remember that the salaries are for a family and not an individual). 
Why this huge diversity? Dr. Gopal distinguishes different bases of compensa- 
tion: the demand aspect, the supply aspect, the effects of pensions, security, 
prestige and the like. The truth is surely that there is an immense element of 
monopsony tempered, by some slight consideration of equity, and affected by the 
ease or difficulty of transfer to other jobs and of rates of pay therein, with an im- 
portant element of compensation for overseas’ service still surviving in the case 
of India. Dr..Gopal refers to the extraordinary discrepancies which are now 
appearing, particularly in the U.K., between Civil Service rates, the rates on some 
of the new public boards and the rates in competitive industry. If the Civil 
Service hopes to attract the best men it cannot be too far out of line with 
competitive employment. But much depends on the numbers of posts available 
within and without the field of Government employmert.] 


HENDERSON (Sir HuBERT). The Uses and Abuses of Economic 
Planning. London: Cambridge University Press, 1947. 7”. Pp. 32. 
ls. 6d. 


{Sir Hubert Henderson, in his Rede Lecture delivered at Cambridge in May 
1947, emphasised the dangers of exaggerated reliance on quantitative calculations 
of the future, and the use of statistical targets, save “‘ for the unwelcome but 
often necessary purpose of adapting ourselves to scarcity,” If economic planning 
means “relying less on impersonal economic forces and more on conscious 
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organisation than has been customary in the past,’’ Sir Hubert Henderson does 
not am It is over-elaborate quantitative programmes that he assails with 
vigour. 

Hertz (F.). The Economic Problem of the Danubian States. 
A study in economic nationalism. London: Victor Gollancz, 1947. 
8”. Pp. 223. 15s. 

[To be reviewed.] 


Hexner (E.). International Cartels. London: Pitman, 1947. 
9”. Pp. xiv + 555. 30s. 


[To be reviewed.] 


Hit (D. W.). Co-operative Research in Industry. London: 
Hutchinson’s Scientific and Technical Publications, 1947. 8}. 
Pp. 147. 10s. 6d. 

[To be reviewed.] 


Horace Piunkett Founpation (Ed.). Year Book of Agricultural 
Co-operation 1945-46. Cambridge: W. Heffer and Sons, 1946. 
83”. Pp. 295. 15s. 

[The year-book contains the now familiar features of studies of co-operation 
in particular areas by the recognised experts. Special articles this year include 
one on Finance and the Cultivator, by Sir Malcolm Darling, and anonymous studies 
of Co-operation and the Colonies and International Co-operation.] 


Horne (H. O.). A History of Savings Banks. London: Oxford 
University Press, 1947. 84’’. Pp. xii + 407. 18s. 

[To be reviewed.] 

Hueues (H. D.). Towards a Classless Society. London: Fabian 
Publications and Victor Gollancz, 1947. 8}. Pp.17. 6d. 

[In this pamphlet the problem of class is considered under various heads— 
Class and the Marxian Approach, Class and Income Levels, Class and Educational 
and Social Distinctions—and questions for discussion are given at the end of each 
section. Though social equality is, up to a point, the goal, the author does not 
consider that equal incomes for all is either practicable or necessary. ‘. . . In 
the last resort, an individual or group economic incentive is the strongest spur ” 
to extra effort.] 

THe INSTITUTE OF CHARTERED ACCOUNTANTS. List of Members, 
Royal Charter and Bye-Laws. London: Institute of Chartered 
Accountants, 1947. 8”. Pp. 1006. 

[This year-book contains, besides the list of members of the Institute, the 
regulations for the examinations and the regulations for service under articles. 
The annual report of the Council makes brief reference to the work of a joint 
committee of the Institute and the National Institute of Economic and Social 
Research which has been examining problems of common interest to economists 
and accountants. ] ; 


JEFFERYS (J. B.). Trade Unions in a Labour Britain. London: 
Fabian Publications and Victor Gollancz, 1947. 84’. Pp. 12. 6d. 

(Mr. Jefferys asks what should be the relation of Trade Unions inside a Socialist 
State to the broader aims of economic policy—the raising of productivity and 
total output, the achievement of the best distribution of man-power, and the like. 
Above all, is it the function of a trade union always and everywhere to advance 
the sectional interests of its members, or should it take cognisance of the broader 
needs in relation to wages policy? To these questions he offers certain tentative 
solutions, but more than anything he pleads for adjustment of trade union 
structure, organisation and research to take account of these new problems. ] 


Kine (W. T. C.). The Stock Exchange. London: Allen and 
Unwin for the Council of the Stock Exchange, London. 9’ Pp. 
84. 5s. 

[A popular illustrated account of the functions and workings of the Stock 
Exchange. ] 
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Kocu (F. E.). The Double Taxation Conventions. Vol. I. 
Taxation of Income. London: Stevens and Sons, 1947. 8}. Pp. 
xxiv + 44]. 45s. 


[To be reviewed.] 


Lever (E. A.). Advertising and Economic Theory. London: 
Oxford University Press, 1947. 7”. Pp. xi-+ 132. 9s. 6d. 


[To be reviewed.] 


Mocry (J. M.). Rural Life in Northern Ireland. London: 
Oxford University Press, 1947. 84”. Pp. xiv + 240. 165s. 


[To be reviewed.] 


POLITICAL AND Economic PLANNING. Report on Britain and World 
Trade. London: P.E.P., 1947. 94’. Pp. 199. 18s. 


[To be reviewed.] 


Rees (J. F.). Studies in Welsh History. Cardiff: University of 
Wales Press, 1947. 8}. Pp. 184. 10s. 6d. 


[To be reviewed.] 


RicHarps (R. D.) and Jorpan (P.). Groundwork of Economics. 
London: University Tutorial Press, 1947. 7”. Pp. 304. 6s. 


[This is a revised fourth edition of a book that was originally the work of the 
late Mr. R. D. Richards, in the revision of which Mr. Jordan has been associated. 
There has been extensive re-writing and the whole book has been re-set. The 
descriptions of foreign banking and currency systems and some of the more severe 
analytical sections have been omitted. On the other hand, the sections dealing 
with marketing, industrial organisations, the money and capital markets, foreign 
exchange control and the economic activity of the State have been enlarged. A 
few weak points still remain. The term “ quasi-rent ” is wrongly defined as the 
excess above the normal return. ‘‘ Diminishing returns,” we are told, ‘‘ set in 
whenever we apply to a factor more or less fixed in supply a greater quantity of 
other factors than can be used to the maximum advantage,” which from an 
earlier sentence in the same paragraph might be assumed to mean which “ will 
yield the most profitable crop.’’ The passages that deal with interest and with 
productivity in relation to wages are less rigorous than most of us would like. 
The full meening of the word ‘“‘ marginal ”’ is not made clear. None the less, 
as a very elernentary text-book, this is not without merit.] 


Rospertson Scott (J. W.). England’s Green and Pleasant Land. 
Revised and Extended Edition. Harmondsworth: Penguin Books, 
1947. 7’. Pp. 183. 1s. 


[In the twenty-three years since this book was written the English village 
has perceptibly changed. The wireless, the country bus services, the tractor 
and combine, more and better rural housing and more and better education 
have, as a new postscript describes, done something that had not been possible 
over many centuries to bring the opportunities of sharing in the cultural life of 
the town to those who live in the village. But despite all this, the indictment 
of those who should make the chief contributions to village life but yet have 
failed to do so—of the pretentious and self-centred gentry, of the half-literate 
and ineffectual parsons, of the “‘ lesser betters’? who have come down in the 
world but retain the affectations which their incomes cannot support—rings as 
true to-day as when it was written. It has been an admirable idea to bring to 
the wider Penguin public this fine piece of writing by one who is so peculiarly 
English in basing a discontent with what is unworthy in the present on a deep 
affection for the history and traditions of the English countryside. ] 


Rogrnson (Joan). An Essay on Marxian Economics. London: 
Macmillan, 1947. 73”. Pp. vii + 104. 6s. 


[This is a re-issue of a book published in 1942 and reviewed by Mr. Shove 
in the Economic JouRNAL of March 1944. The re-issue is unchanged except 
for a few minor alterations and one of substance in the argument of the Appendix 
to Chapter III.] 
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Sarma (N. A.). Expansion of World Trade and Employment. 
Bombay : Commerce Ltd., 1947. 83’. Pp. 118. Rs. 2.8. 
[This is the first of a series of pamphlets to be issued by ‘‘ Commerce.” It isa 
lively and vigorous analysis of the world’s inienntionat trade problems, which 
puts the International Trade Organisation and its Charter against the back- 
ground of the world situation and India’s needs. Mr. Sarma argues—very 
much in antithesis to most English commentators—that the recent trade dis- 
cussions have taken too little account of the needs of backward countries and 
their special requirements for capital and industrial development. On the whole 
Mr. Sarma is a supporter of an expansion of the world’s trade through greater 
freedom. But in particular cases he is critical and anxious that it shall be made 
compatible both with full employment and with planned industrial development. ] 

Sarma (N.A.). Social Security. Bombay: National Information 
and Publications Ltd., 1947. 7”. Pp. viili+ 81. 2s. 4d. 

[This is a short comparative study of social security legislation in India and 
other countries, primarily designed for Indian students. A substantial section 
describes the present position in India and outlines the main features of the 
Adarkar Report.] 

ScHLESINGER (R.). The Spirit of Post-war Russia. Soviet 
Ideology, 1917-1946. London: Dennis Dobson Ltd., 1947. 84”. 
Pp. 187. 8s. 6d. 

[To be reviewed.] 

Suara (Tutsi Ram). Location of Industries in India. Bombay : 
Hind Kitabs Ltd., 1946. 83”. Pp. xi+ 257. Rs. 7.8. 

(This is an eundions and most realistic study, by the Head of the Department 
of Commerce in Agra University, of the problems of industrial location in India 
and of the economic factors which have led to the present pattern. Dr. Sharma 
takes each major industry in turn and surveys in detail the reasons of labour 
supply, materials, markets, social environment, and the like, which have led to the 
adoption of the present locations. He is inevitably led into the questions of 
what should be the location, and whether or not laisser-faire achieves it. He is 
convinced that planned measures of rural industrialisation are necessary in a 
country like India where rural poverty and the need to increase production and 
standards of life by bringing more workers into industry co-exist with the horrible 
conditions of the city slums. ] 

Tsrane (SHO-CHIEH). The Variations of Real Wages and Profit 
Margins in Relation to the Trade Cycle. London: Pitman, 1947. 
84". Pp. 174. 25s. 

[To be reviewed. ] 

UNIVERSITY OF OxFrorD INSTITUTE OF Statistics. Studies in War 
Economics. Oxford: Basil Blackwell, 1947. 8}. Pp. vii + 410. 
25s. 

[To be reviewed.] 

WuitTaker (T. K.). Financing by Credit Creation. Dublin: 
Clonmore and Reynolds, 1947. 83”. Pp. 67. 3s. 6d. 

[An account of the extent of war-time inflation by credit creation in the United 
States and United Kingdom, with a discussion of the consequences. } 

Wuitt esey (C. R.). National Interest and International Cartels. 
New York and London: Macmillan & Co. Ltd., 1946. 8’. Pp. 172. 
10s. 6d. 

[To be reviewed.] 

American. 


Bakke (E. W.) and others. Wage Determination and the Eco- 
nomics of Liberalism. Washington, D.C.: Chamber of Commerce of 
the United States, 1947. 9’. Pp. 105. 


[This volume contains the addresses to an Economic Institute on Wage De- 
termination and the Economics of Liberalism, held at the U.S. Chamber of Com- 
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merce. The contributors are: Felix Morley on The Meaning of Economic 
Liberalism; Jacob Viner on The Réle of Costs in a System of Economic Liberalism ; 
John T. Dunlop on American Wage Determination—the Trend and tts Significance ; 
Fritz Machlup on Monopolistic Wage Determination as a Part of the General 
Problem of Monopoly; E. Wight Bakke on Organizational Problems in Collective 
Bargaining; Leo Wolman on Collective Bargaining and Economic Liberalism. 
There are brief extracts from the discussions and the replies to them.] 


CuurcHMAN (C. West), Ackorr (R. L.) and Wax (M.) (Ed.). 
Measurement of Consumer Interest. Philadelphia: University of 
Pennsylvania Press (London: Geoffrey Cumberlege), 1947. 9”. 
Pp. vi+ 214. $3.50. 

[To be reviewed.] 





Communists within the Government. The Facts and a Program. 
Washington, D.C. : Chamber of Commerce of the United States, 1947. 
9”. Pp. 57. 50 cents. 


[This publication of the Chamber of Commerce of the United States claims to 
be a disclosure of the methods whereby the communists are gradually obtaining 
more and more power in the government of America. In the latter part of the 
book seventeen specific recommendations are made for combating this influence.] 


Communists within the Labor Movement. The Facts and Counter- 
Measures. Washington, D.C.: Chamber of Commerce of the United 
States, 1947. 9’. Pp. 53. 50 cents. 


[Another pamphlet similar to the above. In this instance the authors de- 
scribe the methods whereby they say the communists are gradually gaining 
control in the trade unions and factories, and using their power to foment 
unrest and discontent. Various counter-measures are suggested. ] 


Conway (L. T.). The International Position of the London 
Money Market 1931-1937. Philadelphia: University of Pennsyl- 
vania Press, 1946. 9’. Pp. 102. 

[A Ph.D. Dissertation of the University of Pennsylvania.) 


CREAMER (D.). The Net Income of the Puerto Rican Economy, 
1940-1944. Rio Piedras: Social Science Research Center, University 
of Puerto Rico, 1947. 9”. Pp. 96. 50 cents. 


[Mr. Creamer’s investigation provides estimates of the national income and 
product prepared as far as available data permit in accordance with the pro- 
cedures agreed on in 1944 at the conference of the official estimators of the United 
States, the United Kingdom and Canada. It covers the years 1939-40 to 1943- 
44 and the figures are linked on to earlier estimates going back to 1929-30. It is 
concerned principally with the value of the net product of economic activity 
broken down on the one hand by branches of activity and on the other by types 
of income payment. Estimates are given of income payments to individuals 
(personal income) and reference is made to a forthcoming report on the national 
expenditure. Throughout the report the figures are related to the problem 
created by Puerto Rico’s rapidly growing population. At 1940 prices national 
income per head rose from $121 in 1940 to $151 in 1944. Much of this rise was 
due to war-time factors which can hardly be expected to continue under present 
conditions. Comparison with the five poorest States in the United States shows 
that income payments per head in Puerto Rico were far below even the poorest, 
though in 1942, at any rate, they were higher than those in Cuba and the British 
Caribbean Possessions. These comparisons are necessarily rough, being made 
on the basis of exchange rates. No attempt is made to go behind the measure 
of relative prices obtained in this way nor to review the many intangibles un- 
avoidably bound up with such comparisons. Notes are given to the basic tables 
which should be useful to national income estimators. The estimates are claimed 
to be more firmly grounded than those for the United Kingdom though Colin 
Clark, writing in 1940, is wrongly cited as referring to official estimates which did 
not, of course, exist at that time.] 
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Davis (H. 8.). The Industrial Study of Economic Progress. 
Philadelphia: University of Pennsylvania Press, 1947. 9”. Pp. 
xii + 187. $2.75. 

[To be reviewed.] 


Dewuurst (J. F.) and Associates. America’s Needs and Re- 
sources. A Twentieth Century Fund Survey which includes estimates 
for 1950 and 1960. New York: Twentieth Century Fund, 1947. 
10”. Pp. xxviii + 812. $5.00. 

[To be reviewed.] 


Economic PRINCIPLES COMMISSION OF THE NATIONAL ASSOCIATION 
oF MANUFACTURERS. The American Individual Enterprise System. 
Its nature, evolution and future. 2 vols. New York and London: 
McGraw-Hill, 1946. 9”. Pp. xiii + 1119. 50s. 

[To be reviewed.] 


Frrevuson (J. W.) and McHenry (D. E.). The American Federal 
Government. New York and London: McGraw-Hill, 1947. 9”. 
Pp. viii + 818. 19s. 3d. 

[To be reviewed.] 


Hanpiin (O.) and Hanpiin (Mary F.). Commonwealth. A 
study of the Réle of Government in the American Economy: Massa- 
chusetts 1774-1861. New York University Press, under the auspices 
of the Committee on Research in Economic History, Social Science 
Research Council (London: Geoffrey Cumberlege), 1947. 94”. 
Pp. xiii + 364. $3.50. 

[To be reviewed.] 


Knicut (F. H.). Freedom and Reform. Essays in economics and 
social philosophy. New York and London: Harper Bros., 1947. 
84". Pp. vii + 409. $3-50. 

[To be reviewed.] 


LAWLER (P.F.). Records for the Control of Growing Manufacturing 
Enterprises. Harvard University: Division of Research, Graduate 
School of Business Administration, 1947. 8”. Pp. viii + 131. 
$1.00. 

[This is a short study based on an examination of thirty-seven small com- 
panies, mostly employing under 200 workers. The purpose was to find the types 
of records of progress and achievement that are most useful in a company just 
too large to be kept under the eye of the manager but too small for the more 
elaborate methods designed for large undertakings. Apart from detailed sug- 
gestions, a number of broad principles for such record-keeping are put forward.] 


LERNER (A. P.) and Granam (F. D.) (Ed.). Planning and Paying 
for Full Employment. Princeton University Press (London : Geoffrey 
Cumberlege), 1946. 9”. Pp. 222. 16s. 

[To be reviewed.] 


PatMER (Guapys L.). Research Planning Memorandum on Labor 
Mobility. New York: Social Science Research Council, 1947. 9”. 
Pp. vi + 22. 25 cents. 

[This memorandum has been prepared with a view to encouraging statistical 
or other research into the problems of labour mobility. The three headings 
under which the subject is discussed are: Structural Changes and Labor Mobility 
Patterns of Labor Mobility, and Institutional Forces which Retard or Accelerate 
Mobility. A useful bibliography is also included.] 
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Patterson (E. M.). An Introduction to World Economics. 
New York and London: Macmillan, 1947. 9”. Pp. xv + 704. 
25s. 


[To be reviewed. ] 


TarsuHis (Lor1zE). The Elements of Economics. An introduction 
to the theory of price and employment. Boston: Houghton Mifflin 
Company, 1947. 9’. Pp. xii + 699. $4.50. 

[To be reviewed. ] ; 


TowLe (L. W.). International Trade and Commercial Policy. 
New York and London: Harper Bros., 1947. 84’. Pp. xiii + 780. 
$4.50. 

[To be reviewed. ] 


Wicox (W. W.). The Farmer in the Second World War. Ames, 
Iowa: The Iowa State College Press, 1947. 9’. Pp. xii + 410. 
$4-00. 

[To be reviewed.] 


French. 


LAUFENBURGER (H.). Finances Comparées. Etats-Unis. France. 
Grande-Bretagne, Suisse. U.R.S.S. Paris: Recueil Sirey, 1947. 
9”. Pp. 431. 

[To be reviewed.] 


Martuieu (H.). Physiologie de la Monnaie; Théorie Nouvelle 
de l’Economie Pure. Paris: Presses Universitaires de France, 1946. 
10”. Pp. 406. 200 fr. 


[A lengthy re-examination of the nature and functions of money. With the 
aid of a large number of newly-coined words, which would appear to be of very 
doubtful utility, the author proves to his own satisfaction that most of the ideas 
held by the majority of economists as to the essential characteristics of money are 
incorrect and misleading. The Keynesian school in particular is castigated 
for its neglect of the monetary factor as such, and for seeking the solution for 
our economic difficulties in “‘ real”’ instead of in monetary causes. H. Mathieu 
holds that there is a fixed money income fund (national income) which can only 
be increased in amount either by the monetisation of new gold or by devaluation, 
and that all our troubles spring from this source. Increased output leads aw 
to a shortage of effective demand owing to the rigidity of the income ‘fund. 
The writer expends a great deal of ingenuity in support of his views but it may be 
doubted whether he will find many adherents among professional economists. ] 


Vine (A.). Vie et Doctrine de Karl Marx. Paris: Les Editions 
de la Nouvelle France, 1946. 9. Pp. 404. 300 fr. 


[This is a readable account of the life and activities of Marx combined with a 
critique of his doctrines; the book being divided into approximately equal 
halves between biography and theory. Very little that is new in the way of 
biographical data emerges (unless it be the story of Marx pére, at a dinner in honour 
of the liberal deputies to the Rhineland Diet, toasting the liberalism of the King 
of Prussia and singing the Marseillaise). The Marx—Engels correspondence is 
heavily drawn upon, and also secondary sources such as Riihle and Cornu, but 
curiously enough neither Mehring nor the Marxz—Engels Archiv (though volume IV 
of the Briefwechsel published in Moscow in 1939 is cited). The criticisms of Marx’s 
economic and philosophical doctrines run mainly along familiar lines, and remain 
generally on the popular level (the economic doctrines occupying just over 60 
pages; and the discussion of crisis-theory being surprisingly brief and inadequate). 
a 4 made of “‘ differences of view”? between Marx and Engels on a number 
of points. 
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Czechoslovak. 


SmAGexK (R.). Czechoslovak Economy in a Nutshell. Prague: 
Press Department of the Czechoslovak Ministry of Foreign Trade, 1947. 
7k". Pp. 48. 

[This is a translation of a short factual summary of the present-day Czech 
economy by the editor of the Czechoslovak Economic Bulletin. It includes 
statistics of industry, agriculture, trade, transport and finance, together with 
lists of the main firms in the country.] 


Swiss. 


BacuMann (G.), BUcHNER (R.) and Juz (O.) (Ed.). Mitteilungen 
aus dem handelswissenschaftlichen Seminar der Universitat Ziirich. 
Vol. 77. Unternehmung und Markt. By Richard Biichner. Pp. 11. 
S.fr. 1. Vol. 80. Johann Friedrich Schér und die Entwicklung der 
Betriebswirtschaftslehre. By Karl Kifer. Pp. 13. S.fr. 1.20. Vol. 
81. Die Reserven in der Unternehmung. By Edwin Frehner. Pp. 
151. S.fr.7. Ziirich : Schulters, 1946. 9”. 


[To be reviewed.] 


Festgabe fiir Dr. Hans Schorer. Berne: A. Francke AG., 1947. 
9”. Pp. 268. S.fr. 20. 
[This Festgabe to Prof. Schorer on his seventieth birthday includes papers 


from his pupils, friends and colleagues covering a wide range of subjects mainly 
in the field of public finance.] 


Official. 
AMERICAN. 


Government of Puerto Rico Department of Labor, in co-operation 
with the United States Bureau of Labor Statistics. Incomes and 
Expenditures of Wage Earners in Puerto Rico. By Alice C. Hanson 
and M. A. Perez. Washington, D.C.: Office of Puerto Rico, 1947. 
9”. Pp. 152. 

[This study relates to a sample of nearly 5,000 wage earners and was conducted 
through 1941 and part of 1942. It gives a good picture of family composition 
and consumption habits. The bulk of the Report is taken up with tables and 
with detailed notes on procedure including the instructions given to field agents 
which should provide a valuable guide to those engaged on similar investigations. ] 


INTERNATIONAL. 


International Bank for Reconstruction and Development. First 
Annual Meeting of the Board of Governors, Washington, D.C., September 
27-October 3, 1946. Proceedings and Related Documents. Washing- 
ton, D.C.: International Bank, 1946. 9”. Pp. 149. 

[This record of the Proceedings and Documents of the First Annual Meeting 
of the International Bank for Reconstruction and Development is of importance 
because it contains the By-laws, Rules of Procedure, Articles of Agreement and the 
like, as well as the list of resolutions adopted at the Meeting and the First Annual 
Report of the Executive Directors.] 
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